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WORLD NEWS 

France is set 
to raise state 
benefits for the 
unemployed 

Unemployment benefits in - 
Franre are set to rise, in Ime 

With the n mwrimmnriflti ms of a - 

report commissiQned by Socialist 
PM Lionel Jospin and aimed at 
hearting off four months of pro- 
tests by France’s jobless. The pro- 
posed increases would target 
long-term jobless and low-income 
groups, but they are unlikely to 
satisfy the protesters. Page 14 

Spain's deficit fans 

Spain sprang a surprise on its EU 
partners by announcing a 1997 
public deficit of 2.6 per cent of 
GDP, sharply lower than forecast 
and weU within the 3 per cent 
target for joining the launch of 
the single currency next year. 
Page 2 

Iraq deal ‘too flexible 1 

The terms of the deal between . 
the UN and Iraq are so flexible 
that it will be impossible^© say 
for sure that nan-conventional 
arms have been eliminated, said 
former arms inspector. David 
Kay. Page 4 

Romanian PM weakened 

Embattled Romanian PM Victor 
Ciorbea has been politically 
weakened after the leader of his 
own Peasants party cast doubts 
on his continuation in office. 

Page 3 

New Tehran bank chief ' 

Taiwan named Peng Pul -nan as 
new central bank chief after pre- . 
vious governor Shen Yuan-dong . 
died in an air crash. Page 6 . 

Ukraine loan talks continue.'' 

Ukrainian president Leonid 
Kuchma begins his first state 
visit to Russia as officials back in 
Kiev continue talks with an IMF - - 
team over the terms of a badly 
needed $598m. one-year standby 
loan. Page 3 

China ponders restructuring - 

China is debating plans for its 
most thorough government 
restructuring since economic 
reforms began in 2979, according 
to officials and foreign diplomat s- 
Page6 

Sterling threat to TV makers 

The strength of sterling is jeopar- . 
dising Britain’s role as Europe's 
leading maker of TV sets, accord- 
ing to the companies - mainly 
Japanese-owned - that control 
the industry. Page 9 .... 

EU chaflengee US on Internet . 

The EU is preparing a critical 
response to US proposals to 
reform the way internet 
addresses are administered, 
warning that they would leave 
control of the computer network 
too firmly tn US hands. Page 8 

Iran eeefce end te leo f etkm 

Iran is. using the visit of former 
president Hashemi Rafea n jani to 
Saudi Arabia to step up Its ^diplo- 
matic offensive to break out of IS 
years of isolation: Plage 4; Edito- 
rial Comment, Page 13 . 

Banks win credK union case 

US banks won an important legal 
victory when the Supreme Court 
limited the right of the small but. - 
fast-growing credit union' move- 
ment to seek new members out- 
side its traditional base. Page 5 

Ticket 

Health authorities in Ireland are 
offering building workers a two- 
week holiday in Mexico if they 
give up smoking. 
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Versace ready . 
to launch 
public offering 
next year 

G ianni Versace, the Italian • " 

group, is to launch aninl 
tial public offering in summer • 
1999. The group, which com- 
manded global wholesale sales of 
Ll,735bn ($963m) Jn 1997, post- 
poned its plans to go pubnc after 
the murder last year of Gianni 
Versace, its founder and chief 
designer. Pagel5 

Senior US officiate warned 
Japan to stimulate its «*innmy 
and help relieve Asia’s economic 
-crisiSrRage 14 *7 

CouvtauMa, the UKfs third- 
largest chemicals company, 
announced It was splitting into 
three parts, a move that lifted its 
share lake by more than 20 per 
6enL.Page 15; Lex, Page 14 

Putaoho Morgaw Qmtftlfs 

joint head of investment banking; 
Mianrlca Thomp son hac resigned. 

Mr Thompson is the most senior - 
executive to leave since Deutsche 
Bank recently announced the 
reorganisation of its investment 

and m Timter rial hanking 

operations. ; . " " 


French media company, 
HtifT Compagnte G&iferale des ■ 
Eaux, which nwns construction . 
and environment service bum- . 
nesse3,cohfirmfidtiiey werein 
talks over a ^tifrup”. Page 18; 
0bserver,PageX3 .. 

Wtoiuiwd Charforod, the 

international bank based in'lbn- 
don, sawitsshares jump l&per 
centto 88$ afto tt produced 
operating profits up H per cent .- 
F^«eX5;Lex,Page 14. . 

the hxusmgrbup, and 
Advent Bjjiranatioay i^fhe US 
vehture~c$iiadist, ate 1 
Waierstdne’s, the UK I 
fn*m:WH Sn^th for £30ten . • • 
($59lm).~ Page 21 and Lex 

Industrial Baric of Japan's 

chain nan and president will 
forgo theh salaries this year as a 
sign of their commitment to cor- 
porate reform. Page 14 • 

MNsobtoM Etodrie of Japan 
and SGS-Thomson erf France are 
to develop flash memory chips tn 
a deal that Will gnaWa - Hiera to 
speed up the product’s volume 
launch. Page 20 

Slam Co m mit has suffered the 
biggest deficit by a Thai com- 
pany, with foreigh exchange 
losses pushing it JL2bn into the 
red last year. Page 15 

AMtSM-ConobMatod of Canada, 
the world's largest newsprint pro- 
ducer, launched a C$3bn ($2J.hn) 
hostile takeover bid for Avenor, 
the Canadian recycled newsprint 
and pulp producer. Page 16 

Microsoft has become the first 
Company after General Electric 
to exceed$200bn in market capi- 
talisation. Page 19 

SaMLob Corporaddn, Mexico's 
1 patting- mannfac tnrer and 


to double to 3450m after 
winning contracta with General . 
Motors, Ford, BMW, Chrysler and 
Volkswagen. Page 19 . ' 


1; Mibwi merchant 
bank, is to launch a L15bn 
band issue which win 
include warrants entitling hold- 
ers to acquire cases of Brunello 
y one. of Italy’s fin- . 
est wines. Page 18 . . 
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European markets hit new highs 


Share price surge is driven 
by merger speculation and 
positive economic figures 


By PhBp Coggan, 

Markets Editor 

European stock markets roared 
ahead to another set of all-time 
highs yesterday as benign 
economic dam combined with 
merger speculation to push 
shares higher. 

Indices in Amsterdam, Brus- 
sels, Dublin, Frankfurt, London, 
Madrid, Paris and Zurich all 
recorded new closing peaks as 
the heavy Asian-induced losses of 
October and November receded 
further into memory. 

Wall Street joined In the rally 
in . early trading, shaking off 
Tuesday's cautious remarks from 
Alan Greenspan, chairman erf the 
Federal Reserve. By lZSOpm New 
York time, the Dow Jones Indus- 
trial average was 71.99 points 
higher at 8,442.09. 

Europe, like the US in recent 



Sooth Korean president Khn Dae-jung after yesterday's inauguration 
ceremony. He pleaded for reconciliation between the democratic 
Sooth and the communist North Page 14 


Brussels BSE delay 
averts US trade war 


By Mtehael Smith In Brussels 
ancf Maggie Urry in London 

A threatened trade war between 
the US and the European Union 
appearedv-to have ieen averted 
yesterday after t ha,^European 
Commission again' 'postponed 
plans to' toughen its policies on - 
BSE. or mad cow disease. 

The-EU executive also laid out 
plans -which could exempt BSE- 
free ccnint^ieflhrom a. ban on the 
use of "specified risk materials” 
(SRM) - the cattle parts most 
likely to carry the disease. 

The exemption could be 
applied to EU members and to 
countries which export meat to 
the Union. 

Yesterday’s developments fol- 
lowed a decision by tha Commis- 
sion -last July to ban the use; of 
SRM usually the trains and 
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spinal column of cattle and sheep 
mare than one year old - from 
January 1 this year. 

The ban was fiercely opposed 
by seven EU member states and 
the US, which said it could affect 
. billions of dollars of trade in cos- 
metics and pharmaceuticals, 
which contain these materials. 

In December Brussels delayed 
implementation until April this 
year. 

Yesterday, the Commission 
agreed on phased implementation 
of the plan. Countries, Including 
Germany and the US, that say 
they have no record of BSE 
among indigenous animats will 
escape a ban until January next 
.year. 

The Commission also decided 
that the “specified risk” list 
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years, seems to be enjoying a 
phase of steady growth with low 
inflation. This was confirmed by 
data showing that the Spanish 
and Dutch economies grew by 3.6 
per cent year-on-year in the 
fourth quarter of 1997. that 
French inflation had fallen to its 
lowest level since 1957. and that 
Goman price rises were running 
at an annual rate of 1.1 per cent 

After conversion rates for the 
euro are set in May, short term 
interest rates in the mens her 
countries are expected gradually 
to converge. 

Over the past few months, 
partly thanks to the deflationary 
pressures from Asia, it has 
become clear that rates are likely 
to drop to the low levels prevail- 
ing in Germany - currently 3.3 
per cent - rather than the 4-4.5 
per cent previously expected. 
That has encouraged investors to 
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buy both bonds and shares, par- 
ticularly in countries such as 
Spain and Italy, which have tra- 
ditionally had higher-than-aver- 
age interest rates. 

Meanwhile, markets continue 
to expect European companies to 
consolidate to develop the pan- 
European scale appropriate for a 
single currency area. 

The planned merger between 
General Accident and Commer- 
cial Union, and the proposed 
alliance between G£n6rale des 
Eaux and Havas, announced yes- 


terday, encouraged further bid 
speculation. 

The apparent shift in European 
corporate attitudes towards 
“shareholder value” involving 
cost-cutting, the rfigmantUng of 
complex conglomerate structures 
and the return of cash via share 
buy-backs, have all attracted 
investors to European markets. 

Furthermore, the recent 
strength of the dollar against the 
D-Mark has improved the pros- 
pects of European exporters. All 
this has helped the FT S&P 


Europe index rise S8 per cent in 
dollar terms since the start of 
1995. 

Yesterday the CAC 40 in Paris 
gained 2.6 per cent, the DAX in 
Frankfurt 23. per cent (reaching 
4,700 for the first time) and the 
FTSE 100 in London 1.7 per cent 
to 5,745.1, up 94.1. While that was 
not an all-time closing high, the 
broader-based All-share Index 
reached a new peak. 

Bonds, Page 22 
World stocks. Page 34 


GA-CU merger will create 
major world financial group 


By Christopher Adams 
in London 

General Accident and 
Commercial Union are to merge 
In a £14.1bn (S23bn) deal to 
create one of Europe’s biggest 
insurance and asset management 
groups. The combined business 
will be a strong force in life 
assurance with a significant 
presence in the UK, Canada, the 
US and continental Europe. 

The new company, to be called 
CGU, will rank as Britain's sec- 
ond-biggest insurer and Europe’s 
ninth -largest, it will bp 15th in 
terms of prettrium -sneome-among 
general insurers In the US, but 
eighth among those whose prod- 
ucts are sold through indepen- 
dent agents. In Canada, the 
merger will strengthen GA’s 
existing market leadership. 

CGtPs US headquarters will be 
in Boston, where CU’s head 
office is located. GA’s down- 
graded Philadelphia headquar- 
ters will continue to handle spe- 
ciality insurance products. The 
companies did not specify bow 
many of 2,000 expected job cuts 
outside the UK would come in 
North America. The two UK- 


based groups, which began for- 
mal talks two months ago, said 
5,000 jobs would be lost over two 
years out of a workforce of 
53,000, 60 per cent of the losses 
in Britain, where 21,000 are 
employed. 

The deal comes less than two 
years after rivals Royal Insur- 
ance and Sun Alliance merged in 
the face of intense competition. 
Since then, the pace of consolida- 
tion across much of Europe has 
accelerated quickly. 

Under the terms of the trans- 
action, shareholders in GA will 
receive 1,233 new shares in the 
combined group for every 1,000 
they own in GA. Australian-born 
Boh Scott, who took over the 
helm of GA in 1996, will be chief 
executive. John Carter, current 
head of CU, is to retire. 

Mr Scott said CGU would look 
to expand its life assurance and 
long-term savings business and 
continue to expand in continen- 
tal Europe, where the integra- 
tion of the two businesses would 
cause least upheaval. It would 
use its strong asset management 
base to exploit the convergence 
between the banking and insur- 
ance sectors. 


Mr Carter said deregulation in 
continental Europe and the 
opportunities in life assurance 
and personal pensions markets 
presented by the probable 
decline in state welfare provision 
were key drivers for the merger. 

Integration should resnlt in 
£225m savings after two years 
and the combined group will 
incur a one-off charge of 2300m 
to achieve this. Unions cau- 
tiously welcomed the announce- 
ment as executives assured them 
a substantial number of the 
planned Job -losses would occur 
as part of normal turnover. 

Shares in the two companies 
slipped. GA foil from 1455p to 
1370p and CU dropped from 
1130p to 1095p. Both had risen 
strongly in recent weeks, 
however, and analysts remained 
enthusiastic. 

CU announced a decline in full- 
year operating profits from 
£444 m to £432m, hurt by the 
strength of sterling. GA reported 
an increase in operating profits 
from £42 lm to 2511m. 

Not an accident. Page 13 
Lex, Page 14 
Top of forecasts. Page 21 
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Shareholders win Russian bond fight 


By Chrystia Freeland 
in Moscow 

Sid an co, a Russian oil 
company owned by one of 
the country's most powerful 
business magnates, is on the 
verge of retreat in a dispute 
with aggrieved minority 
shareholders. 

Sidanco and minority 
shareholders said the com- 
pany had offered to include 
the minority shareholders in 
a previously closed convert- 
ible bond issue which would 
have diluted their stake. 
They expect the issue to be 


formally resolved over the 
next two weeks. The move, 
which follows vigorous 
action by the government 
stock market watchdog, is 
likely to be seen as a sign 
that Russia is beginning to 
toughen its feeble protection 
of shareholder rights. 

After a spate of recent 
scandals, weak corporate 
governance has emerged as 
a serious obstacle to foreign 
investment and one of the 
International Monetary 
Fund’s chief targets for criti- 
cism. 

Vladimir Potanin, head of 


Oneximbank. the group 
which owns a controlling 
stake in Sidanco. said this 
week he had offered minor- 
ity shareholders "equal 
access" to a planned convert- 
ible bond issue which had 
previously been limited to 
company insiders. 

Mr Potanin, whose efforts 
to create a progressive image 
among western investors 
threatened to be derailed by 
the Sidanco controversy, 
said he regretted his compa- 
ny's initial plan to issue a 
closed convertible bond. 

“To a certain extent it was 


a mistake,” he said in an 
interview. “The issue is that 
the rules of the game are 
changing in Russia so 
quickly. This transaction 
with the Sidanco bonds was 
organised almost one and a 
half years ago." 

However, Mr Potanin, who 
has been seeking to position 
his group as the most inves- 
tor-friendly of the big busi- 
ness empires, said be real- 
ised that in Russia today “it 
is not possible not to respect 
shareholder rights - '. 

Bill Browder, founder of 
Hermitage Capital Manage- 


ment. the investment fund 
which has led the minority 
shareholders’ crusade 
against Sidanco, said the 
company had made a verbal 
offer to address its share- 
holders* complaints. 

“Basically, they are sug- 
gesting letting all the minor- 
ity shareholders participate 
pro rata in the convertible 
bond," he said! “We woold 
accept that and we would be 
thankful to. them for solving 
the problem so quickly.” 

Mr Browder warned that 
minority shareholders had 
not yet received a written 


offer from Sidanco. But be 
said the company’s apparent 
w illingness to settle the dis- 
pute was a strong signal that 
Russian corporate gover- 
nance was beginning to 
improve. 

He also praised the Fed- 
eral Securities Commission, 
the historically weak stock 
market watchdog, which sur- 
prised observers by interven- 
ing forcefully on the side of 
minority shareholders in the 
Sidanco dispute. “It is a sign 
that there is some strength 
from the securities commis- 


Brussels i Survey shows German optimism 


rejects 
deal 
on job 

By Lionel Barber in Brussels 

The European Commission 
yesterday defied Franco-Ger- 
man pressure and refused to 
select a Frenchman as bead 
of the taskforce handling 
negotiations with central 
and eastern Europe. 

The appointment of Klaus 
Van der Pas. spokesman for 
the Commission president 
Jacques Santer and hims elf 
German-bom, ends months 
of infighting over one of the 
most prestigious jobs in 
Brussels. 

Paris and Bonn wanted to 
avoid the impression that 
Germans were capturing the 
top jobs as the European 
Union prepares negotiations 
on membership next month 
with the Czech Republic. 
Hungary. Poland. Estonia. 
Slovenia and Cyprus. 

France argued that it had 
lost ground in the division of 
the spoils since the retire- 
ment of Jacques Delors as 
Commission president three 
years ago. There are also 
complaints in Paris about 
the large number of Dutch 
and Germans handling 
enlargement in Brussels. 

But Commission veterans 
were determined that the 
bead of the taskforce should 
be made independent of pres- 
sure from member states. 
Despite the reservations of 
the four French and German 
commissioners, the appoint- 
ment of Mr Van der Pas was 
approved by the 20-strong 
college yesterday. 

The infighting highlights 
geopolitical tensions over 
eastern enlargement, despite 
the public commitment by 
the present 15 EU members , 
to open the club to as many 
as 10 former former commu- 
nist bloc countries. 

France remains nervous 
about the EU’s centre of 
gravity tilting toward the 
east at the expense of its 
own interests in the Mediter- 
ranean. while Germany 
regards the stabilisation of 
its eastern border as a strate- 
gic priority. 

Eastern enlargement also 
requires the Union to 
streamline its institutions 
and decision-making, and to 
overhaul the Common Agri- 
cultural Policy and generous 
regional aid programmes, 
which risks antagonising 
powerful domestic lobbies in 
western Europe. 

On March 18. the Commis- 
sion will unveil detailed pro- 
posals for a shake-up of the 
CAP and the regional aid 
budget, as well as a blue- 
print for the EU budget 
between -anoo and 2006. This 
will trigger a long and diffi- 
cult debate in the decision- 
making Council of Ministers. 

Accession negotiations 
with the first wave of east- 
ern applicants are far more 
complicated than previous 
enlargements to the Mediter- 
ranean or Nordic countries 
and could last up to five 
years or more. 
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By Peter Norman in Bonn 

Germany's economic 
recovery will gain in depth 
and breadth this year with 
forecast real growth of 3 per 
cent bringing an end to job 
losses across the nation as a 
whole, the German cham- 
bers of industry and com- 
merce iDIHT) forecast yes- 
terday. 

After its spring survey of 
more than 25.000 businesses, 
the D1HT said increased 
investment would give the 
economy an added boost 
while exports would stay 
buoyant in spite of the Asian 


crisis. The positive export 
expectations were based pri- 
marily on the belief that eco- 
nomic recovery would con- 
tinue in the European 
Union. 

In contrast to last year's 
autumn survey, industry 
now expected demand to 
pick up at home. Increased 
orders and more intensive 
use of capacity were prompt- 
ing an upturn in Investment 
intentions in western and 
eastern Germany. 

But against a background 
of nearly 5m registered 
unemployed, the survey 
found that the majority of 


companies planned to keep 
staff levels unchanged with 
less than one-seventh plan- 
ning to take on personnel 
this year. 

Those companies expect- 
ing to hire more staff were 
concentrated in western Ger- 
many while in the former 
communist east the prospect 
was only for a slowdown in 
job losses. 

The survey found that 
industrial companies and 
companies providing ser- 
vices to other ones had 
revised their personnel 
needs upwards since the 
aut umn. It mentioned cars. 


metal processing, electrical 
engineering, computing and 
telecommunications as sec- 
tors hiring staff. 

The DIET said the retail 
and construction sectors 
would stay depressed, how- 
ever, in pit because of poor 
consumer demand. 

The weak domestic econ- 
omy continues to keep infla- 
tionary pressures in check. 
Provisional federal statisti- 
cal office figures yesterday 
indicated that the year-on- 
year cost of living increase 
in western Germany was an 
unchanged LI per cent this 
month following a 0.3 per 


cent rise in prices since Jan- 
uary. 

• The opposition Social 
Democratic party yesterday 
summoned its leadership to 
a special meeting in Bonn 
next Monday to choose its 
candidate to stand against 
Helmut Kohl, the chancellor, 
in the September 27 general 
election. 

The party will choose 
between Oskar Lafontaine, 
Its leader, and Gerhard 
Schrdder, prime minister of 
Lower Saxony.. in the light of 
Mr Schroder's performance 
in Sunday’s Lower Saxony 
state election. 


Laying down the law for the euro 


Bavaria's premier sees hims elf 
as the champion of stability 
for Emu, reports Ralph Atkins 


W ith the best Bavar- 
ian recalcitrance, 
Edmund Stoiber is 
gearing up for the last stages 
before European monetary 
union. 

“My aim is to minimise 
the risks so that this cur- 
rency union comes In the 
optimal circumstances,” 
says the state premier. 
"There is no get-out mech- 
anism. Once you are in ... it 
is for better or for worse.” 

It is more than fighting 
talk. Mr Stoiber - regarded 
outside Bavaria as among 
the most Euro-sceptical Df 
the country’s political lead- 
ers - has shaped much of 
the German debate on the 
single currency, the euro. He 
boxed Chancellor Helmut 
Kohl into a commitment last 
summer that the 3 per cent 
limit of GDP set for the pub- 
lic deficits of participating 
countries should mean 
exactly 3.0. He also insisted 
on a Bundesbank report on 
the euro - which will be 
released on March 27. 

And Mr Stoiber's subse- 
quent vote in the Bundesrat. 
the second chamber of the 
federal parliament that rep- 
resents the states, would be 
highly damaging - although 
probably not fatal - if cast 
against the euro project. His 
Christian Social Union, 
which rules independent- 
minded Bavaria, is part of 
the Bonn coalition. 

Now, in bis glass-walled 
office on the top Door of Bav- 


aria's state chancellery in 
Munich, it is clear Mr 
Stoiber wants to be heard as 
decisions are taken on the 
first wave of euro members 

A delay to the project's 
start date next January, 
which he suggested last year 
might be needed, has been 
relegated to a “theoretical 
but not very realistic possi- 
bility”. Mr Stoiber’s aim is to 
ensure as much attention as 
possible is paid to the euro’s 
stability, the firm applica- 
tion of entry rules, and the 
sustainability of European 
economic convergence. 

Despite his considerable 
punch, however. Mr Stoiber 
is playing a diplomatic 
game, aware of the dangers 
of casting judgment before 
all the evidence is available. 

Asked if he would prefer a 
highly select first wave 
membership. Mr Stoiber will 
only reply “I want a stable 
currency union." But in the 
case of Italy, he says the 
country’s debt - well in 
excess of the 60 per cent 
limit advised in the EU’s 
Maastricht treaty on eco- 
nomic and monetary union 
“is a problem”. 

“The Bundesbank or the 
European Monetary Institute 
[forerunner of the European 
Central Bank] will certainly 
look at the problems with 
Italy and how its debt wifi be 
reduced. But I can’t say any- 
thing at the moment because 
we don’t have the numbers.” 
The Bundesbank and EMI 



Edmund Stoiber (left) toasts fellow Bavarian 73160 Waigel, the federal finance minister, 
and his wife at the annual CSC Ash Wednesday meeting in Passan yesterd a y nun 


reports will be “crucial 
deciding points". 

He is also adamant Mr 
Kohl should not give ground 
in choosing the president of 
the European Central Bank. 
France is backing Jean- 
Claude Trichet. governor of 
the Bank of France; the Ger- 
mans so far have favoured 
Wim Duisenberg. Dutch 
head of the EML Mr Trichet 
might embrace ideas of sta- 
bility today, says Mr Stoiber, 
but his past comments were 
“not always automatically in 
harmony with the politics of 
stability". For Mr Kohl to 
back away from Mr Duisen- 
berg “would lead to a lot of 
questions”. 

Mr Stoiber cannot over- 
emphasise the strong Ger- 
man attachment to the 
D-~Mark. “Since the second 


world war we have had no 
emotional basis for our 
nationality. We were a coun- 
try that had this guilt about 
the crimes Germany commit- 
ted. But Germans are proud 
that out of the rubble a 
country was built that is 
democratic and respected - 
and that is connected with 
the D-Mark." 

The danger is of an 
upsurge in political extrem- 
ism. 'If it became clear that 
it Tthe euro] was not work- 
ing.’’ If the stability of the 
currency- was violated, “then 
someone from the right 
could actually begin to win 
votes. A Le Pen in France is 
bad enough but a Le Pen in 
Germany would naturally 
have a different impact" 

Mr Stoiber dismisses accu- 
sations that he is a Euro- 


sceptic. “When I identify 
problems In Bavaria then 
nobody says that I am an 
enemy of Bavaria . . . But 
when you criticise develop- 
ments in Europe, and you 
say that we should have 
more subsidiarity, then you 
are regarded with suspi- 
cion." 

- On the euro in particular. 
Mr Stoiber sees advantages 
but he is less afraid than 
others in Germany to outline 
the difficulties when the 
public is sceptical. 

“It is naturally a problem 
in a representative democ- 
racy to go against the major- 
ity of the population and to 
say . . . *You don't see this in 
the right way. I see the right 
way . . .’ It is not simple. But 
that is the situation we are . 
in “ . .. 


Poland plans oil refinery stake sale 


By Christopher Bcbinsta 
in Warsaw 

Poland’s largest state owned 
oil refinery at Plock is call- 
ing for tbe government to 
sell more than half of its 
stock through a public offer 
later this year. This would 
create central Europe’s larg- 
est privately owned national 
oil company. 

The state treasury has 
given its preliminary 
go-ahead for the plan, which 
would include a merger 
between CPN. the state 
owned distributor which 
controls more than 25 per 


cent of Poland's 5250 petrol 
stations and has a 50 per 
cent market share. This 
week Konrad Jaskola. 
Plock’s managing director, 
called on the government to 
approve the privatisation 
programme. 

“We want the pri v atisation 
of Petrochemia to be carried 
out through the bourse and 
not a sale of stock to a stra- 
tegic investor," he said. 

According to Mr Jaskola. 
around 35 per cent of the 
new company’s equity 
should be offered to inves- 
tors. Half of the offer would 
be sold to retail investors 


while the rest would be 
placed with financial institu- 
tions. 

The sale is expected to 
raise m excess of $lbn. 
Another 15 per cent will be 
banded to the company’s 
employees under Poland’s 
privatisation laws. 

The privatisation plan 
marks a sharp reversal of 
successive government 
schemes for the sector which 
assumed that a strategic 
stake in Plock would be sold 
to a major foreign oil com- 
pany. However Dresdner 
Kleinwort Benson (DKB). 
who are advising the govern- 


ment on the privatisation of 
the sector along with BMF. a 
local consulting company, 
have argued that a Dotation 
will yield higher revenues 
than a sale to a strategic 
investor. However DKB will 
be looking for a strategic 
investor for the smaller 
Gdansk refinery which has a 
capacity of 3m tonnes. 

Currently Plock is imple- 
menting a S2.3tm investment 
programme, which is 
designed to make the refi- 
nery efficient enough to face 
competition from abroad 
wben tariffs on petrol are 
phased out in 2001. 


This year Hock expects a 
net profit of 600m zlotys 
($170m) down by 10 per cent 
on last year despite sales 
which are expected to be 16 
per cent higher at I3.4bn zlo- 
tys than in 1997. The refi- 
nery says that the fall in 
profits reflects growing com- 
petition. from abroad as tar- 
iffs are gradually 
lowered. 

The main foreign competi- 
tors for Plock and CPN are 
tbe Schwedt . refinery owned 
by a consortium led by Elf 
Aquitaine in eastern Ger- 
many and Czech and Slovak 
refineries in the south. 


Spain brings deficit down to 2.6% 


By David White in Madrid 

Spain yesterday sprang a surprise cm 
its European Union partners by 
announcing a 1997 public deficit of 
2.6 per cent of gross domestic prod- 
uct. sharply lower than forecast and 
well within the 3 per cent target for 
joining the launch of the single cur- 
rency next year. 

The government had set itself an 
objective of 2.9 per cent, and 
recently indicated the deficit might 
be less than 2.8 per cent. 

At the same time statistics submit- 
ted by the Netherlands and Portugal 
to the European Commission in 
Brussels indicated that they too 
would qualify for monetary union. 

All three countries also showed 
strong growth for 1997. 

The European Union’s 15 members 
have until Friday to give their statis- 
tics to the Commission and the 


European Monetary Institute, the 
forerunner of tbe European Central 
Bank. On March 25, both institutions 
will report on the countries’ qualifi- 
cations for joining the single cur- 
rency. the euro. 

The Figures provided by Spain 
showed a reduction in the fiscal defi- 
cit from 4.6 per cent of GDP in 1996 
and 7.3 per cent in 1995, in accor- 
dance with current EU accounting 
norms. 

Over the last year the budget 
requirement was seen as the most 
difficult hurdle Tor Spain to leap. Its 
interest rates and inflation - 1.9 per 
cent las: year according to EU statis- 
tics - have fallen well inside the 
target range. 

Rodrigo Rato, finance and econ- 
omy minister, said Spain was 
already enjoying the benefits of its 
efforts, with figures from the 
national statistics institute showing 


higher than expected 1997 growth of 
3.4 per cent. He saw this as a direct 
reflection of recent economic disci- 
pline. 

Describing the deficit figure as 
“definitive”. Mr Rato said the gov- 
ernment would take every opportu- 
nity to whittle it down further, 
although Lt was sticking to its target 
of 2.4 per cent Public debt, although 
above the Emu objective of 60 per 
cent of GDP. had come down from 
70.1 to 68.3 per cent and would fall 
further this year, he said. 

In figures it announced yesterday. 
The Netherlands announced eco- 
nomic growth for 1997 of 3.3 per 
cent, matching the level of the previ : 
ous year and bringing unprece- 
dented employment creation. 

Growth was driven largely by 
domestic demand. Consumer spend- 
ing was up 3.1 per cent, although a 
nearly 7 per cent rise in investments 


by business was attributed in part to 
the completion of large projects in 
sectors such as energy. . - 

Although the Netherlands did not 
formally announce its budget deficit 
as a percentage of GDP. the figure 
has long been expected to foil within 
the Maastricht criteria. The Hague 
has most recently put its 1997 budget 
deficit at 1.5 per cent of GDP. The 
Statistical Agency, while not elabo- 
rating on this yesterday, said that 
harmonised GDP for .1997 stood as 
FI 697Bbn ($340hn). 

Portugal's Socialist government 
announced that its budget deficit fell 
to a historic low of 2.45 per cent of 
GDP last year, less than half the 
level of 1996. It also- announced infla- 
tion or 1.9 per cent and a public debt 
of 62 per cent of GDP. 

Additional reporting by Gordon 
Crumb in Amsterdam and Peter Wise 
in Lisbon 


NEWS DIGEST 


UN hostages 
freed fa Georgia 

Two remaining United Nations hostages were released 
yesterday after talks in Tbilisi, the Georgian <^rtal 
between Eduard Shevardnadze, the Georgian President^ 
and a senior opposition leader, goveromentsoiuces said. 

The gunmen, who had been holding the Czech and . 
Uruguayan UN military observers for seven (fays, released 
them not long after a representative of the supporters erf 
the late president, Zviad Gamsakhurdia, flew to Tbilisi to 
negotiate with Mr Shevardnadze. 

But Gocha Esebua, the leader of tbe 3&*trong group 
th at originally took four UN hostages from their base in 
western Georgia, reportedly disappeared sometime m the 
afternoon, even though several hundred Georgian 
security forces encircled the house. Mr Esebua, a 
G amsakh urdia supporter! had originally demanded the 
release of suspects arrested after the unsuccessful 
attempt to kill Mr Shevardnadze on February 9. The 
Georgian president escaped unscathed from a grenade 
»nii wiarfiine gTTn attack on his motorcade. 

A Swedish observer was released Tuesday night and a 
Urug ua yan on Sunday. Selina WUHams. Tbilisi 

■ POLISH GDP 

Faster growth prompts fears 

Poland’s GDP growth this year is set to reach 6 per cent 
amid strong pressure on wages and a deteriorating 
current account deficit which could reach 5.5 per cent of 
GDP this year, Jerzy Eropiwnicki. head of the official 
p lanning unit said yesterday. 

Mr Kropiwnicki warned that the current account deficit 
was growing “dangerously” and that the 5.5 per cent of 
GDP figure predicted by the planning unit signalled that a 
crisis could be approaching. “Should the situation 
deteriorate further than the government will take action 
to slow tbe economy, " he said. 

Tbe unit predicts that real wages are set to rise by 5.7 
per cent this year and could begin to increase pressure on 
infla tion accordin g to Mr KroptwmckL 

The planning unit assumes foreign direct investment 
infl ows will reach between $7bn and J8bn this year and 
unemployment will fell from 10-5 pa* cent last year to 9 J 
per cent this year. Christopher Bobinski, Warsaw 

■ EU SUBSIDY RULES 

Bremer Vulkan told to repay 

The European Commission yesterday ordered Bremer 
Vulkan. the German ship bonding group, to repay 
DMl26m <$7lm) of aid it was awarded in 1991 by the 
region of Bremen because the payment violated EU rules 
on subsidies. In one of several state aid decisions taken 
against Germany yesterday, the Commission said the aid 
affected competition with other companies in the EU. 

The aid was given to Bremer Vulkan. now in 
liquidation, to help it buy Krupp Atlas Elektronik. a 
manufacturer erf electronic systems for shipping and 
^pfairp. in a convoluted financial transaction, Bremer 
■V ulkan bought the company for DM350m, by transferring 
its own shares to- Krupp - the parent company of Krupp 
Atlas Elektronik. The Commission said the shares' real 
value was considerably: less than DM350zn, valuing them 
atDM224m. • ••'.’ 

Krupp then transferred the shares to Hi beg. a company 
wholly owned by the Bremen region, and in return Hibeg 
paid Krnpp DM350m. Brussels also ordered Volkswerft 
Stralsund to repay with interest aid used in the 
construction of one of three dredgers sold to the 
Indonesian government In 1994. Emma Tucker. Brussels 

■ LEGAL EXPERTS MEET 


Boost for world criminal court 

Britain yesterday convened a meeting of European Union 
legal experts in London to boost preparations for the 
establishment of a permanent international cr iminal 
court, designed in the words of a UK minister “to catch 
the Saddam Husseins or Pol Pots of the future". 

At the sarnie time, Tony Lloyd, a UK Foreign Office 
minister, announced Britain would give $100,000 to help 
representatives from poorer countries travel to New York 
next month and to Rome in June for final negotiations on 
the United Natlons-sponsored move to create a permanent 
tribunal. 

The negotiations, which already involve more than ioo 
countries, focus an the funding of the tribunal and the 
degree of its prosecutors' independence from the UN 
Security Council Mr Lloyd said the talks also depend on 
the extent of international “political win to bring the 
court into being". 

Mr Lloyd- said a permanent court could make people 
think twice about committing atrocities. He contrasted 
this with ad hoc tribunals created to try war criminals in 
Bosnia and Rwanda which, “set up retrospectively, cannot 
have any deterrent effect”. David Buchan. London 

■ SLOVAK PRIVATISATION _ 

Refinery sell-off at low price 

The Slovak privatisation agency has sold a large stake in 
Slovnaft, the country's sole ofl refiner, to a little known 
company at weft below the quoted price, raising concerns 
that the government is hurrying to privatise its 
re m ai nin g assets before elections in' September. 

The country's National Property Fund (FNM) has sold a 
102 per cent stake to Colorin Ziltna for Sk620m ($i7^m). 
The transaction was at a price of Sk460 a share compared 
with a closing price on Tuesday of SkS79. ‘ 

The deal follows the sale last summer by the FNM of 15 " 
per cent of Slovnaft; the most heavily capitalised 
company on the Bratislava stock exchange, to the 
company's management for Sk385m. representing a price 
of Skl56 per share when it was then trading at more them 
SfeBOO. The man a g emen t-Ied Slovintegra group first 
bought 39 per cent of the company in. 1995 for the fen-no 
price and now owns around 51 per cent. 1 - 

The 1994 transaction led the European Bank for 
Reconstruction and Development (EBRD) to protest 
because It had bought 10.5 per cent of the company for the 
equivalent of Ski.ooo a share. The EBRD is in 
negotiatiMis with the Slovak government to sell its stake 
back fait has been held up by legal problems and. the poor 
financial position of the FNM. Robert Anderson, Prague 

■ BRUSSELS NEGOTIATIONS 


Cypriots want Turks in team 

Cyprus will propose inclusion of Turkish Cypriots in the 
team negotiating European Union membership before 
talks start in late March, officials said yesterday. “We 
would like to see the invitation accepted by the Turkish 
Cypriots and participate with us in the negotiating team." 
sard Ioaxmis Cassoulides, the Cypriot foreign minister. 

Turkish Cypriote and Turkey itself, which saw its own 
bid to join the EU snubbed In December, oppose Cypriot 
membership before the decades-old division of the island 
is resolved. 

Cyprus has been divided since Turkey occupied the 
north of the island in 1974 after a brief Greek-inspired 
roup in Nicosia. A breakaway Turkish Cypriot state in 

the nartt fa recognised only by Turkey. 

The Greek deputy foreign minister. Yannos Kranidfotfa 
on a six day official visit -to Cyprus, told a news - - 
conference with Mr Cassoulides that Turkish Cypriots’ 
inclusion in the negotiating team would work to their 

Reuters, Nicosia 
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first taste of carrot 


Guy Dinmore 

reports that 
US token; 
rewards are 
for events in 
Bosnia, not 
in Yugoslavia 

A ngry pensioners are 
protesting dally, taxi 
drivers have block- 
aded central Belgrade, 
health workers are threaten- 
ing strike action. In short, 
life goes bn as normal in the 
Yugoslav capital. 

But -on the - diplomatic 
front the US has taken a sub- 
tle turn in its policy towards 
Slobodan Milosevic, the 
Yugoslav president, reward-, 
ing him for his support of 
the Bosnian peace process. 
Four concessions announced 
this week, lacking substance 
but of symbolic importance, 
have, raised hopes that tw<a 
sanctions-bit country may 
start to . emerge from its 
International isolation. ■■ 
Foreign investors have 
taken heart from Washing- 
ton’s new measures but are 
still wary of Yugoslavia’s 
political risk and virtual 
pariah status: 

“This is seen as the first 
positive trade-off in relations 
between the US . and Yugo- 
slavia. It was the first carrot, 
instead of a stick," com- 
ments Branislav Mflinkovic 
of Belgrade's Forum for 



Slobodan Milosevic (left) and Robert Gelbard: US ‘outer 
wall of .sanctions remains in place* 


International Relations. 

Mr Milinkovic Is hopeful 
the new trend w01 continue. 
Step by step the interna- 
tional community can 
reward Yugoslavia' for 
achievements in different 
areas: restoration of Euro- 
pean' Union trade prefer- 
ences far progress, in democ- 
ratisatian, and membership 
of the Organisation . for Secu- 
rity and Go-operation in. 
Europe for positive develop- 
ments In the province of 
Kosovo, where violence is : 
rising between the ethnic. 
Albanian majority and Ser- 
bian police.. 

Announcing the conces- 
sions, Robert Gelbard, senior 
US .envoy to the Balkans, 
gave his most positive 


assessment to date of rela- 
tions between Belgrade and 
Washington. But he stressed 
the process had only begun. 

US diplomats insist Wash- 
ington did not signal an 
abrupt change in policy 
towards the Balkans when 
Mr Gelbard complimented 
Mr Milosevic for his support 
of the new, moderate Bos- 
nian Serb government while 
expressing “profound anger" 
over the nationalist rhetoric 
of Franjo Tudjman, the Cro- 
atian president. 

“No, the tide has not 
turned.” one US diplomat 
commented. “The four mea- 
sures were in appreciation of 
what has been done in Bos- 
nia and not here In Yugo- 
slavia. None of the other 


conditions have been met" 

What the US calls its 
“outer wall of sanctions" 
remains firmly in place. 
These bar Belgrade from 
IMF and World Bank money 
and fun un membership. As 
well as progress on Kosovo 
and democratisation. the US 
also demands the handover 
of indicted war crimes sus- 
pects to the UN tribunal and 
resolution of the division of 
assets of former Yugoslavia 
among the successor states. 

US diplomats say the 
token rewards bestowed on 
Mr Milosevic represent a 
shift in concern from Bosnia 
to Kosovo, where Mr Gel- 
bard said the situation as 
"extremely dangerous", but 
not yet bordering on war. 

Visiting Kosovo's provin- 
cial capital Pristina for the 
first time last Sunday, Mr 
Gelbard condemned violence 
perpetrated by both the Ser- 
bian security forces and an 
emerging rebel group, the 
Kosovo Liberation Army. At 
least 12 people have been 
killed so far this year, com- 
pared with around 40 in all 
of 1997. 

The US envoy urged Mr 
Milosevic and Ibrahim 
Rugova, “president" of the 
self-declared Republic of 
Kosovo to begin a serious, 
unconditional dialogue. Mr 
Rugova's demands for full 
independence for Kosovo, 
where ethnic Albanians 
make up about 90 per cent of 
the province's 2m people, are 
not supported by western 
governments. But US and 
EU proposals for broad 


autonomy are rejected by 
Belgrade. 

Western observers in Kos- 
ovo believe Mr Milosevic is 
about to ignore Mr Gelbard 
and launch a concerted mili- 
tary crackdown on the Dren- 
ica area of central Kosovo 
where the rebel group is 
establishing bases. 

Analysts say Mr Milosevic, 
in deciding whether to nego- 
tiate or use brute force, or 
both, must also deal with his 
weakened domestic position 
since his Socialist party lost 
its parliamentary majority 
last September. On one side 
be is pushed towards 
reforms by the new leader- 
ship in the small republic of 
Montenegro and by potential 
coalition partners in Serbia. 
But the pillars of his support 
remain uncompromising 
nationalists. 

“Milosevic's room for man- 
oeuvre is more limited," says 
Mr Milinkovic. “At the end 
of the day he h> the person to 
decide but io Yugoslavia 
there are new elements that 
influence his decisions." 

One foreign editor of an 
independent newspaper, who 
asked not to be named, dis- 
missed the US concessions 
as ‘rubbish" that would be 
used to good effect by the 
state propaganda machine. 

Mr Milosevic, the editor 
said, had his own reasons for 
backing Milorad Dodik. the 
new Bosnian Serb prime 
minis ter, who bas business 
connections with the regime 
in Belgrade. Progress in Kos- 
ovo and other issues would 
be much more difficult. 


Greeks review Telekom Serbia plans 


By Kerin Hope In Athens 
and Guy Dinmore In Belgrade ' 

Greece's public telecoms operator, 
OTE, is reviewi n g the planned pur- 
chase of an additional 4 per cent 
stake In Telekom Serbia, because of 
troubled relations with its Balkan 
partner. 

OTE's objections focus on alleged 
political mterference in the running 
of Telekom Serbia and financial 
irregularities in the state-owned 
company. Its worries come at a time 
when Serbia itself Is eager to con- 
tinue the privatisation process to 
bolster government finances. 

OTE and Telecom Italia, joined 
forces last year to acquire 49 per 
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cent of the Serbian operator. OTE 
paid DM675m f$380m) for a 20 per 
cent stake with the option of buying 
another 4 per cent from the Italian 
operator this year. The remaining 51 
per cent is controlled by the Serbian 
government. 

A senior OTE executive said: “We 
have to reconsider our whole rela- 
tionship with Telekom Serbia. There 
T is a series of problems - -' finan cial, 
management and cultural - that 
need to be resolved. It will be three 
or four years before we see any 
return on our investment” 

The Serbian acquisition, which 
was directly negotiated with the 
Socialist government of President 
Slobodan Milosevic, marked a break- 


through for both the Greek and Ital- 
ian operators but was criticised by 
industry analysts for its lack of 
transparency. 

Telecom Italia failed in open ten- 
ders to buy into the Czech and Hun- 
garian telecoms operators, while 
OTE's offers to buy equity stakes in 
the Bulgarian and Macedonian state 
operators were rejected by the 
respective governments. 

The deal threw the Serbian gov- 
ernment a financial lifeline and also 
demonstrated that Yugoslavia could 
attract foreign investment despite 
US sanctions that bar it entry to 
international financial institutions. 

However, the Serbian govern- 
ment’s determination to keep a tight 


grip on the company has caused fric- 
tion with its Italian and Greek part- 
ners. Telekom Serbia's general man- 
ager, Milos Nesovic, is a political 
appointee who previously served as 
governor of the restive Serbian prov- 
ince of Kosovo. 

The government received the 
entire DMi.57bn proceeds from the 
sale, leaving the company starved of 
funds for investment. Telekom 
Serbia is also burdened with 
YD500m <S84m) of debt resulting 
from its separation last year from 
Serbia's postal and telecoms utility. 

Under the terms of the deal, the 
Serbian government retained the 
right to set tariffs for fixed -wire tele- 
phony. 


Ukraine need grows 
for $ 598 m IMF loan 


By Charles Clover in Kiev 

As Leonid Kuchma, the 
Ukrainian president, begins 
his first state visit to Russia 
today officials back home in 
Kiev continue talks with an 
IMF team over the terms of a 
badly needed 5593m one-year 
stand-by loan. 

Earlier this month 
Ukraine agreed to pay an 
unusually high 16.2 per cent 
coupon in order to raise 
DM750m <5ri2»jmi through its 
first mainstream eurobond 
issue, originally planned as a 
DM 300m issue. This priced 
the three-year bonds at a 
spread of 1.200 basis points 
over German bands. 

Kiev's willingness to pay 
reflects a need to raise mone- 
tary reserves above the mini- 
mum needed for a new IMF 
stand-by facility. 

Gross reserves are 
believed to be around S2bn 


but Ukraine owes over SI bn 
to Gazprom, the Russian gas 
company and its total debt 
to Russian and western cred- 
itors is around S9bn. 

Improving bilateral eco- 
nomic relations will be a key 
element of the Moscow talks 
over tbe next two days. 
Boris Nemtsov, the reformist 
Russian deputy prime minis- 
ter. has already suggested 
that if Ukraine cannot pay 
its gas and other bills it 
should consider debt-equity 
swaps to give Russian com- 
panies an equity stake m 
Ukrainian industry. 

This is politically contro- 
versial in Ukraine which 
wants closer economic 
co-operation but is reluctant 
to cede control to either Rus- 
sian or western investors. 
This is reflected in a slow 
and opaque process of priva- 
tisation and frustration for 
foreign investors. 


With reserves under pres- 
sure Ukraine was forced in 
January to widen its “cur- 
rency corridor". The cur- 
rency. i he hryvna has fallen 
from 1.90 to the dollar at the 
beginning of January to 2.0 
yesterday and has been trou- 
bled ever since November, 
when tbe Asian crisis dried 
up tbe appetite for treasury 
bills and emerging market 
paper generally. 

Ukraine sold T-Bills equiv- 
alent to 5 per cent of its GDP 
in 1997. most of which fall 
due this year. “With inves- 
tors exiting the T-Bill mar- 
ket. the National Bank has 
had to step in." an IMF offi- 
cial said. 

Russian curbs on Ukrai- 
nian trade were lifted Febru- 
ary 1 and the Ukrainian for- 
eign economic relations 
minis try says Ukraine could 
gain up to $lbn from extra 
trade with Russia in 199P- 


Loss of party 
support hurts 
Romanian PM 


By Anatol Lieven 
in Bucharest 

The embattled Rom anian 
prime minister. Victor Cior- 
bea, has been politically 
weakened after the leader of 
his own party cast doubts on 
his continuation in office. 

Ion Diaconescu. c hairman 
of the Peasants party, the 
biggest party in the govern- 
ment coalition, said this 
week that Mr Ciorbea’s 
replacement was the most 
likely way of ending the 
country's continuing politi- 
cal crisis. He added that 
early elections were possible. 

Mr Ciorbea is engaged in 
negotiations with an IMF 
team. He has said he expects 
the Fund to delay release of 
the third tranche of its 
£41 0m standby arrangement 
until May and possibly 
beyond. 

Disagreements have 


emerged between the IMF 
and the Romanian govern- 
ment on plans for reducing 
the budget deficit to 3.6 per 
cent of GDP this year. The 
government expects to cover 
this by raising as much as 
2.5 per cent of GDP through 
accelerated privatisation, 
but the Fund does not regard 
such an approach as realis- 
tic. International financial 
institutions have also 
become increasingly con- 
cerned by the government’s 
failure to close or sell loss- 
making state industries. 

The National Liberal 
party, one of tbe Peasant 
party’s partners in the rul- 
ing coalition.told President 
Emil Constantinescu this 
week that they too wanted 
Mr Ciorbea to go. 

Valentin Ionescu, privati- 
sation minister, submitted 
his resignation on Tuesday, 
citing differences with the 



Ciorbea: Fund delay 

country’s main privatisation 
agency over the allocation of 
funds raised from asset 
sales, among other issues. 
Another coalition partner, 
the Democrat party, has 
been demanding tbe prime 
minister's resignation for 
the past two months. The 
Democrats accuse him of 
personal responsibility for 
the slowing-down of the 
reform process. 

Mr Diaconescu said that 
elections this year would be 
unpopular with the popula- 
tion, “but it is better to hold 
them than to prolong the 
present situation, of endless 
negotiations all day long”. 
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NEWS: INTERNATIONAL 


Iraq ‘can wriggle out of 


By Bruce Clark in 
Washington and Laura SUber 
in New York 

The terms of the deaf 
between the United Nations 
and Iraq are so flexible that 
it will be impossible to say 
for sure that Don-conven- 
tional arms have been elimi- 
nated. according to David 
Kay, a former official of the 
UN special commission for 
arms inspections in Iraq. 

Despite UN claims that it 


had not made any conces- 
sions to Baghdad, he said 
inspections of the eight pres- 
idential sites which Presi- 
dent Saddam Hussein had 
been trying to keep closed 
could be of little value now 
because the Iraqis had had 
several months to clear them 
of suspect material. 

Tve seen them clear a site 
in four days," said Mr Kay at 
a conference organised by 
the American Enterprise 

Institute, a rightwing think- 


tank. He also expressed con- 
cern about the degree to 
which Kofi Annan , the UN 
secretary-general, had sym- 
pathised with Baghdad's 
complaints about being 
“held up to ridicule" by 
Unscom. the arms inspector- 
ate. 

“Holding him (Mr Saddam) 
up to ridicule was exactly 
what we were trying to do." 
said Mr Kay. adding that Mr 
Annan's promises to 
“respect Iraqi national sover- 


eignty” were troubling in 
view of the st alling tactics 
this might justify. 

The addition of diplomats 
to the inspection team could 
make it harder to organise 
inspections at very shgft 
notice, he said. 

Meanwhile Ahmed ChaJ- 
abi, the leader of the Iraqi 
National Congress (INC) - 
an opposition movement 
which has enjoyed intermit- 
tent backing from Washing- 
ton - said he wondered what 


arms inspection deal 


assurances Mr Annan might 

have given Baghdad to 
secure agreement 

“Did KoB Annan assure 
Saddam Hussein that if he 
signs a deal, the US will not 
undermine him?” Mr Chal- 
abi asked. 

Renewing his appeal for 
support for the overthrow of 
Mr Saddam, he said the 
experience of recent years 
suggested that opposition 
could muster very quickly 
once it was clear that a seri- 


ous challenge was being 
mounted. When the INC 
began military operations in 
1995, Mr Chalabi said, thou- . 
sands of Iraqi officers 
defected to the opposition - 
but it was unable to keep 
them or encourage further 
defections because it did not 
have the resources to feed 
than. 

The comments coincided 
with efforts in the Security 
Council to keep up pressure 
on Iraq to allow the UN full 


access to suspected weapons 
sites, .with council members 
starting to bargain over the 
terms of a draft resolution. 

Of the five permanent 
council members, the US 
and Britain want the resolu- 
tion to warn Iraq of serious 

consequences if Baghdad 
ffliig to keep its word. This 
could pave the way for mili- 
tary action if Iraq blocks UN 
inspectors. France, however, 
is to oppose “automaticity" 
- that a new resolution 


would give automatic 
authority to use force. Rus- 
sian diplomats yesterday 
sald that another resolution 
was not “compulsory”; 

The US and Britain may 
be willing to give a brighter 
light at the end of tunnel for 
the lifting of sanctions, 
suggested one diplomat in 
exchange for a tough warn- 
ing if Iraq fails to co-operate 
with UN demands to disman- 
tle its arsenal of deadly 
weapons. 



Media dispel myths around 
Israel’s not-so-secret service 

The resignation of Mossad’ s chief after a series of blunders 
has shaken its once-famed image, reports Avi Machlis 


T hroughout its history. 
Mossad. Israel's leg- 
endary intelligence 
organisation, kept many of 
its failures under wraps. But 
in recent months, the agency 
has been thrust into the 
limelight. 

Mossad’s exposure high- 
lights the changing relation- 
ship between the secret ser- 
vices and the media in 
Israel, a country obsessed 
with both security and news. 
It has learned that, in the 
modern communications 
age, even spies cannot hide 
from a press that has 
chipped away at the myth 
that Israel's secret services 
are Invincible. 

Israel TV last night 
reported that the agency 
recently bungled a covert 
operation in a friendly west- 
ern European country and 
that the failed mission had 
contributed to the decision 
of Danny Yatom, the Mossad 
chief to quit. 

But Mr Yatom, who 
resigned on Tuesday a has 
officially been blamed for an 
earlier lncicldent that was 
for one 'of Mossad's most 
embarrassing blunders. 

Last September, in broad 
daylight on the streets of 
Amman, the Jordanian capi- 
tal, two Mossad officers tried 
to assassinate Khaled 
Mesbal, an official of Hamas, 
the Islamic Resistance Move- 
ment by injecting him with 


slow-acting poison. 

In a scene more reminis- 
cent of Charlie Chaplin than 
James Bond, Mr Meshal's 
chauffeur hit one of the 
agents with a newspaper, 
sending them fleeing in tbeir 
car. Unaware they were 
being pursued by Mr Mesh- 
al's bodyguard, the opera- 
tives got out of their car 300 
metres away, only to be 
overpowered and arrested. 
The affair led to a furious 
row between with Jordan 
and forced Israel to free 
Sheikh Ahm ed Yassin, the 
founder of Hamas, and 70 
other prisoners in return for 
the release of the two 
agents. 

According to the inquiry 
report, the mission failed 
because Mossad - its reputa- 
tion built on daring missions 
such as the abduction of 
Nazi war criminal Adolf 
Elchmann from Argentina in 
1960 - believed itself to be 
infallible. 

Mossad, its image punc- 
tured by the fiasco, learned 
an important lesson from the 
affair, said Canni Gillon, for- 
mer head of Shin Bet. 
Israel's internal secret ser- 
vice. Mr Gillon is well placed 
to judge. 

As Shin Bet’s chief, he was 
astonished when his photo 
was published in January 
1996, first abroad and then in 
Israel. For the first time, the 
revered secret service bad a 


face - and a name. 

“That incident really 
shocked the organisation, " 
said Mr Gillon. now manager 
of the Avner insurance 
group. 

“Every security chief in 
Israel must understand 
today that the media is part 
of his battlefield,” he said. 

During Mr Gillon’s tenure, 
the press hounded Shin Bet 
after it failed to prevent the 
November 1995 assassination 
of then prime minister Yit- 
zhak Rabin by a Jewish 
fanatic opposed to the peace 
process. One month after Mr 
Gillon's name was published 
he resigned. 

U nmasked and 
unmuzzled. Mr Gil- 
lon now frequently 
comments on the peace pro- 
cess and security services. 
But he refuses to discuss 
operative matters, such as 
his reported role in the 1996 
assassination by a booby- 
trapped cellular phone of 
Yahya Ayyash, a Palestinian 
bomb maker responsible for 
scores of Israeli deaths. 

The main reason a new 
modus invetidi for security- 
press relations is needed, he 
says, is to keep secrets from 
an increasingly intrusive 
press. 

To date, that modus Viv- 
endi has been the “editors 
committee", a pseudo-legal 
self-censorship agreement 


between the military' censor 
and most Israeli media 
organisations. They are fre- 
quently provided with secu- 
rity information, agreeing in 
return not to publish sensi- 
tive details. 

At the same time. Israeli 
journalists bypass censor- 
ship by attributing sensitive 
information to “foreign 
sources’ 1 . This is the latest 
trick used since Israeli jour- 
nalists defied the censor in 
1984. when the Hadashot 
newspaper published a pho- 
tograph of Palestinians 
being arrested after hijack- 
ing an Israeli bus. Shin Bet 
said they were killed when 
Israeli forces stormed the 
bos. The photographs proved 
the hijackers had been 
beaten to death by interroga- 
tors. 

Cover-up attempts like 
this, say some intelligence 
watchers, encourage frus- 
trated officials to leak stories 
like the Yehuda Gil affair in 
which a veteran operative is 
charged with fabricating 
intelligence reports, includ- 
ing one which nearly led to 
war with Syria. 

But the tide is turning. 
Earlier this month, when the 
government approved a draft 
bill on supervision of the 
Shin Bet Ami Ayalon. the 
agency's chief, demanded 
the justice ministry scrap 
tough curbs on press free- 
dom. 
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Rafsanjani leads Iranian 
bid to make new friends 


By Robin ABen in Riyadh 

Iran is using the 
unprecedented official visit 
of former president Hashemi 
Rafsanjani to Saudi Arabia 
to step up its diplomatic 
offensive to break out of 18 
years of isolation and 
improve relations with both 
the west and Islamic coun- 
tries in the region. 

Mr Rafsanjani is the high- 
est-level Iranian official to 
visit Saudi Arabia since 
Iran's 1979 Islamic revolu- 
tion. 

His visit follows a rap- 
prochement which started 
last June, prompted by a 
common concern over 
Israel's building of settle- 
ments in Jerusalem and the 
occupied - territories, its 
refusal to trade land-for- 
peace, and Israel's military 
alliance with Turkey. 

Iran recently hosted the 
54-stale summit meeting of 
the Organisation of Islamic 
Conference, which was 
attended by Prince Abdullah 
Bin Abdul-Aziz, Saudi 
Arabia's crown prince and 
deputy premier and Prince 
Saud al-Faisal, the foreign 
minister. 

The Saudi monarchy and 
the Shia Islamic republic 
have long been at logger- 
heads, - over Iran's criticism 
for Saudi Arabia's sole 
guardianship of the Islamic 
holy shrines at Mecca and 
Medina, over Iranian urging 
that Saudi Arabia should be 
part of a regional security 
arrangement in the Gulf. 


and over Saudi Arabia's 
dependence on the US mili- 
tary for its defence and secu- 
rity in the Gulf.. 

Mr Rafsanjani’s visit 
comes in the wake of the 
European Union's decision 
to end a 10-month freeze bn 
ministerial contacts with the 
Islamic Republic and the 
signing of ML and gas agree- 
ments with European com- 
panies and central Asian 
states. 

Saudi Arabia and Iran 
together own one-third of 
global oil reserves and one 
fifth of gas reserves. - - 

Mr Rafsanjani's delegation 


“I came to promote rela- 
tions In all fields,” Mr Raf- 
sanjani told members of 
Saudi Arabia’s consultative 
council, the majlis as-shura. 
“We look to Saudi Arabia as 
the qibia [prayer direction] 
for all Moslems, as the cra- 
dle of Islam; which will 
remain so until the Day of 
Resumctfou- 
“The only topic of immedi- 
ate importance,” according 
to analysts in Tehran; Is 
Iran's attempt to win Saudi 
support for a “reallocation” 
of Opec production quotas, 
in the light of Venezuela's 
over-production beyond its 


also been pushing proposals 
for Saudi Arabia to make 
more use of Iran’s rail and 
road network to help 
increase Saudi exports of 
manufactured goods to cen- 
tral Asian states. 

Iran, faced with unemploy- 
ment of more than 15 per 
cent, also wants Saudi 
Arabia to employ Iranian 
labour as an alternative to 
its dependence on Asian 
workers, which form the 
largest contingent of 5m -6m 
expatriate workers in the 
Kingdom; a proposal that 
diplomats in Riyadh suggest 
“will not make much head- 
way”. 


Iran, responded 
concern about < 


includes former foreign min- 
ister All Akbar Velayati. 
now principal foreign affairs 
adviser to Ayatollah Ali 
Khamenei. Iran's spiritual 
leader who has ultimate 
authority over Iran's foreign 
policy, Bijan Zanganeh. Issa 
Kalantari. oil minister Hus- 
sein Kamali, agriculture 
minister, senior foreign 
trade officials and several 
members of parliament 
In symbolically important 
gestures. Mr Rafeanjani was 
met by Prince Abdullah and 
subsequently received by 
King Fahd bin Abdul-Aziz, 
an honour conspicuously 
denied Madeleine Albright 
when she visited two weeks 


to Saudi 
>il prices 


2.6m barrel a day (.b/d) 
quota, and Iraq's inability to 
meet its 1.3m b/d quota out- 
side any UN-authorised 
sales. 

Earlier this week Iranian 
editorials responded to state- 
ments by Ali Naimi, Saudi 
oil minister, that the govern- 
ment was “seriously con- 
cerned" about global oil 
prices and would consider 
co-operating with other pro- 
ducers to turn prices around. 
“Now it is up to the Saudis 
to follow up their words with 
action, and reduce produc- 
tion," the daily Tehran 
Times said. 

But according to senior 
western diplomats in 


Iran also wants to discuss 
a regional security treaty 
comprising ail states border- 
ing the Gulf, according to 
Kamal Kharrazi. the foreign 
minister, in an interview 
published in the London 
pan-Arab daily A1 Hayat. 
But analysts in Riyadh cau- 
tion about Saudi Arabia 
being prepared to go ‘‘too far 
too fast” in that direction. 
“We are a conservative and 
cautious people, and prefer 
to give careful study to pro- 
posals of this kind,” one 
Saudi analyst said. 

But whatever the immedi- 
ate outcome over a common 
line on oil production and 
pricing. Prince Saud al- 
Faisal said he believed Mr 
Rafsanjani’s visit would 
“lead to economic and politi- 
cal co-operation on all 
regional and international 
levels." 


ago. 


-Riyadh, the Iranians have - Editorial Comment, Page 13 


South Africa to tackle gold 
mine job cuts and closures 


By Victor Mallet 
in Johannesburg 

Nowhere has the recent fell 
in the gold price to an 18- 
year low caused more alarm 
than in South Africa, where 
for more than a century gold 
has made fortunes for mine 
owners and provided work 
for the migrant labourers of 
southern Africa. 

In the past year. 50,000 
gold miners have lost their 
Jobs following closure or 
mothballing of unprofitable 
mines. 

Faced with the threat of 
Further mass redundancies 
In the months ahead. South 
Africa's National Union of 
Mineworkers today convenes 
an emergency “gold sum- 
mit” with employers and 
government leaders in 
Johannesburg. 

Employment in the gold 
mining industry has fallen 
from a peak of more than 

530.000 in 1986 to about 

300.000 today. The NUM 
wants the two-day meeting 
to map out a future for the 
industry which will preserve 
at least some of the threat- 
ened jobs. 

It also wants a fund set up 
to retrain those miners 
whose jobs cannot be saved. 
If an acceptable solution is 
not found, the NUM says It 
may launch a series of 24- 
hour strikes. 

Feelings are running high 
among NUM members, who 
have staged demonstrations 
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in Johannesburg and else- 
where. They feel bitter that 
a productivity accord signed 
with employers last year has 
apparently done nothing to 
slow redundancies, and com- 
plain they are not consulted 
in advance on decisions to 
close unprofitable mine 
shafts. 

George Molebatsi, NUM 
spokesman, says employers 
are using the low gold price 
as an excuse to sack people 
and cut costs. “It’s being 
used as a battering ram to 
get rid of the workforce,” he 
says. 

“We feel the mining 
houses have been less than 
candid with us and now they 
are pushing a secret agenda, 
because they want to down- 
scale the workforce and 
mechanise.” ‘ 

The employers say they 
are hostage to the gold price 


and cannot be expected to 
keep unprofitable ■ minq^ 
open, especially when some 
are over 50 years old and 
rely on depleted ore bodies. 
Mechanisation, they add, is 
not the real issue because 
the deep South African mine 
workings still require thou- 
sands of labourers. 

As for the productivity 
accord, the mining compa- 
nies say targets have not 
always been met by employ- 
ees. though the deal was cer- 
tainly worthwhile. - 
“Without the productivity 
agreement, we would have 
been in much deeper, trod? 
Me,” says Frans Barker, 
chief labour negotiator for 
the Chamber of Mines. 
“Unfortunately, circtim-. 
stances . changed after ..we 
concluded the deaL The gold, 
price went down $35.” ? . - 
Gold miwtyig .companies!.' 


felling price by closing 
selling; marginal mines 
mergnig others into i 
cems with lower overhea 
The Anglo American i 
; glomerate put all its g 
operations, including s< 
of South Africa’s best ml 
. Into -a. new group ca 
\ AnglogoH. ' 

. . But gold mining cost! 
South Africa have sta 
high,' partly because of rii 
wages. ' while .'some ri 
producing, countries h 
; become more -competitive 
“We've changed from 
lowest cost producer to 
highest, if one looks at 
major producers,” says 
Barker. 

Bobby Gods ell, Angloc 
. chief executive and pn 
dent of the Chamber 
Mines, is trying to red 
Anglogold’s total product 
costs per ounce of gold fr 
about $300. Yesterday. a 
closed in London at $29; 
an ounce. 

The South African govc 
meat grappling with un< 
. ployment estimated at ah 
20 per cent, has already < 
appointed voters .who exp 
ted it to create thousands 
new 'jobs after the election 
: .1994, and is anxious to f 
‘ ■yat further job losses. 

J Thabq . Mheki, Sot 
; Africa’s deputy president, 
expected to open toda 
meeting to underline | 
-government's concern. 
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NEWS: THE AMERICAS 



Banks in victory against credit unions 


By Gerard Baker and Nancy 
Dunne In Washbighin 

Senior US officials stepped, 
up their warnings to the Jap- 
anese government yesterday 
that it must do more to stim- 
ulate its economy and help 
relieve the Asian economic 
crisis. 

Alan Greenspan, nYtajrnian - 
of the Federal Reserve/ told . 
the US Congress that Tokyo 
was not doing enough to hoi-' 
ster domestic demand. - Wil- 
liam Daley, the. commerce 
secretary, suggested that If 
Japan did not act within the 
next few months tbeyUS 
would take a mare aggies^ 
sive line in trade relations 
between the two countries. 

During the second, da^ of 
his half-yearly Humphrey • 
Haw kins testimony, the Fed • 
chairman was asked by seha-J 
tors if he thought 'Japan’s 
efforts to s timula te demand 
so far had been sufficient. “I 
think not,", he replied. “At 
the present the Japanese 
economy -appears to .be 
shrinking." 

At a separate briefing, Mr 
Daley said the administra- 
tion would wait until April 
for Japan to take further 
steps to stimulate Its econ- 
omy. The US would then 
have to consider a new strut-: 
egy to force the country to 
absorb more Imports, espe- 
cially from crisis-stricken 
Aslan economies. “Let's give, 
them a little more time, but 
we can’t be the importer of 
first resort." he said. 


Mr Daley, -who had just 
returned from a trip to Asia, 
acknowledged 1 the US could 
do little to force : Japan to 
adopt measures to .stimulate 
its economy, but. he warned 
that US companies were pre- 
pared to ask for import 
restraints: "We will be vigi- 
lant about enforcing opr 
import laws.” he said. 

. : Meanwhile^ chief, execu- 
tives of big J3$- companies 
-said they saw little serious 
damage to - their prospects 
from, the Asian, ftnanebi cri- 
ste Fewo: titan one in 10 cor- 
porate bosses think Aslan 
problems .wifi be seriously 
negative for their' business, 
according to a survey, pub- 
llsbedjjy theBusmess Coun- 
<^_whicli represents, .tide, 
largest UScompanies. . 

. The. results of the survey 
bear .out . Mr Greenspan's 
-estimate fhat-the effect, of 
the-- Asian Crisis .on the US 
economy will probably be 

moderate, if not actually 
helpful In slowing the recent 
rapid rate of growth- tb a 
more sustainable pace- Weak 
Asian demand and a stron- 
ger dollar are expected to 
reduce' US exports to the- 
region, and increase imports. 

Three-quarters of respon- 
dents to the Business Coun- 
cfl’s survey said the. Asian 
effect would be akmaH nega- 
tive. .' Asian business 
accounts for only 10 per cent 
of their revenues - roughly, 
representative of the overall 
■ exposure of US corporations 
to the region. 
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‘Cyber attacks 9 
on 



The Pentagon’s unclassified computer networks have : 
been subject to “fairly heavy cyber attacks” over the past 
two weeks. a top defence official said yesterday.' . . 

“It was the most organised and systematic attack 1 the 7 • 
Pentagon has seen to date," John Hamre, ^deputy defence 
secretary, said yesterday: 

Mr Hamre told reporters there wte nb indication. ;tha| J 
the electronic : break-lna were connected .to the crisis overt* 
UN arms inspectors in Iraq. But he said it .waa a-**wake-u{r 
call" on the vulnerability of sensitive information in 
government and corporate computers. Hesaldithat the - 
attacks had “aD the appliances aT a game" and were - . 
apparently carried out by-'a small number of .. . .. . 
individuals'*. 

The Pentagon lias called in the FBI and the Justice 
Department to help investigate the Incidents; *We did not 
have any penetration of our classified networks.” Mr 
Hamre added. “The unclassified networks, however, were 
penetrated.” Rad^andAP.-Washteotm 

■ CHICAGO FED -• 


Race discrimination claim 

Eight current and former employees of the Federal . • 

Reserve Bank of Chicago, one of 12 local “Feds" which 
make up the US’scentral federal reserve system, . 

yesterday filed a lawsuit, charging the Institution with 
race discrimination “in ah aspects of mb pkiynient" . 

The lawsuit is seeking class action status, on behalf of 
about 700 current or past employees of the Chicago-based 
Fed, and was. filed by the law firm of Edward T. Stein- 

Details of the Hairng were not immediately available. 

However, minority employment within the system has . 
been the subject of some critical examination in the past 
The plaintiffs’: representatives pointed out yesterday that 
the US House of Representatives committee on b a nk i n g, 
finance and urban affairs found a lack of diversity in the 
federal reserve system back in 1993, and that an 
internal analysis at the Chicago Fed found. •• : v- ■ 

African-Americans -to be under-represented at 
management levels last year. Nikki Tati, Chicago 

m ‘MAD cows 


Oprah jury set to retire 

Jurors in the trial which pits Oprah Winfrey, America's 
most popular talksbow hosti against Texas cattlemen who 
believe her show cost them nxQliarfs of dollars when it - 
aired a segment on “mad cow" disease, were; yesterday, \ 
expected to start their deliberations. 

Ms Winfrey’s defence team rested its case on Tuesday, 
after taking just four days to make its arguments. By 
contrast, lawyers for the cattlemen took four weeks to 
present their viewpoint.. 

Yesterday, both sides were given a.relative^ brief 

one-hour slot to present closing arguments, before the - 
jury was due to be salt out . • ' 

The crux of the trial rests on the cattlemen’s assertion 
that Ms Winfrey coat them millions of dollars.when cattle 
prices slumped after her show ran a feature on mad cow 
disease, entitled "Dangerous Foods", in April 1996. 

The charges were filed against Ms Winfrey as well as =■ 
H&rpo Productions, her Chicago-based production 

company, and Howard Lyman, a former cattle ^ - 
rancher-tumed-vegetaiian activist who appeared on the 
show. Nikki Tati, Washington 

■ EL. NINO: 


Tornadoes spare insurers 

The US insurance industry was relieved yesterday, as 
President B31 Clinton visited survivors of tornadoes m 
central Florida, by prdiminary evidence tiiat claims are 
still well within their projections, and that the severe 
weather there and fo California, which has been widely 
attributed to the Pacific Ocean nmteoriaIttf<?il 
known as El Nifio, Is unlikely to have a significant impact 

on their profitability. . 

insurance officials sent to the state -to hancteihe . ■ 

response to the tragedy suggested political attention - 
might now move to the issue of building standards. 

The tornadoes appear, however, to h ave ca rried the . 
worst death toll of any severe weather event to r^nt^ 
history, with at least 36 fatalities. John Anthers, Neu> York 


Ely Mark Suzman 
in Washington 

US . banks won an important 
legal victory yesterday when 
the Supreme Court limited 
the right of the fast -growing 
credit union movement to 
seek new members outside 
its traditional base. 

In a 5-4 vote/- the court 
ruled that a 1 6-year-old deci- 
sion by credit unions to 
expand their membership 
was contrary to federal legis- 


lation, which restricts them 
to “groups having a common 
bond of occupation or associ- 
ation” or a limited geo- 
graphic area. 

Credit unions - tax-ex- 
empt. co-operative move- 
ments financed through 
shares bought by members - 
woe set up in 1934 after the 
Great Depression. They were 
intended to encourage 
savings among co-workers or 
members of a single occupa- 
tion. 


to 1982, concerned that 
many smaller credit uni o ns 
might fail in the recession, 
the National Credit Union 
Administration decided the 
definition of a “common 
bond" could be expanded to 
include other groups. 

That ruling triggered a 
rapid expansion in the move- 
ment. and now over half of 
the 7,000 federally chartered 
credit union have members 
from more than one occupa- 
tional group. They have 


combined assets of S122bn 
and 32m members. 

Banks have for years com- 
plained credit unions offered 
many of the same services, 
but took unfair advantage of 
their tax-exempt status to 
attract customers, with bet- 
ter loan and savings rates. 

The American Bankers 
Association and a group of 
North Carolina banks 
brought a legal action over 
the issue. They cited the 
case of the Winston-Salem- 


based AT&T Federal Credit 
Union, which has over &500m 
in assets and has grown to 
encompass 300 different 
groups and locations. 

A lower court ruled in the 
banks’ favour two years ago. 
and the case was then 
referred to the Supreme 
Court. Writing for the major- 
ity, Justice Clarence Thomas 
upheld that decision, ruling 
that the expansion of the 
credit union system was con- 
trary' to Congress's original 


intent. The dissenting jus- 
tices said the banks lacked 
proper legal standing to sue 
over the issue. 

Congress is considering 
legislation that would negate 
the court ruling by changing 
the statutory curbs on credit 
unions. Newt Gingrich, 
house speaker, and Jim 
Leach, head of the House 
banking committee, have 
said they will back the bill if 
the Supreme Court ruling 
goes against credit unions. 


Proposals are emerging to replace the unpopular drugs certification process 


US ritual raises Latin American anger 


By Our International Staff 

T he annual ritual of 
certification - where 
the US administration 
names to Congress its allies 
In the fight against illegal 
drugs and condemns those 
deemed not to be co-operat- 
ing £ to expected before the 
end of the week. 

The process has long been 
resented by Latin American 
governments, whose coun- 
tries are the chief suppliers 
of cocaine to the US. Decerti- 
fication can result in an 
array of US sanctions 
against offenders. But even 
governments that regularly 
receive US approval object in 
principle, to the US pointing 
the finger at others when it 
is the world’s largest con- 
suming country. 

Certification lost further 
credibility last year when 
Colombia was decertified - 
for the second year running 
- while Mexico was excused, 
in spite of the disclosure 
that its chief anti-narcotics 
officer was coUaborat- 


Senate 
told of 
IT staff 
shortage 
worries 


.By Nicholas Timmins 
iifrWaatflngtbn 

Pressure on Congress and 
the 'White Boose to increase 
the immigration quota for 
information technology 
workers rose yesterday as 
, the Senate' judiciary commit- 
tee heard warnings from Sil- 
icon Valley that jobs could 
move overseas and the US 
lose out in the global IT 
market unless the present 
cap is lifted. 

Raymond Uhalde, acting 

- assistant - secretary of 
labour, fold the committee 
increased immigration 
should he “the last, not the 
first" response to skill 
shortages. 

Industry claims of 340,000 
unfilled bigh-«kill vacancies 
were 1 “extravagant", the 
committee was told by Rob- 
ert Lerman, professor of eco- 
nomics at American Univer- 
sity. Those data were deeply 
suspect, he said. Some of tbe 
crisis was due to a tempo- 
rary shortage of program- 
mers to deal with the “mil- 
lenntum bomb” and raising 

- quotas could be counter-pro- 
ductive, discouraging US 
students from entering the 
.field.; 

Spencer Abraham, the 
Republican senator from 
Michigan who chairs the 
immigration subcommittee 
of the judiciary committee, 
said he was drafting legisla- 
tion to lift the cap and to 
provide at least 10,000 more 
scholarships a year for US 

- citizens in computer science 
and related fields. 

Department of Labour pro- 
jections point .to 1.3m more 
IT jobs being created over 
tise next decade, he said, and 
failure to fill them could see 
a S200bn, or 5 per cent, drop 
in GDP. growth. 

Present rules provide 
65,000 visas for skilled IT 
workers, a' numbs- filled by 
August last year and likely 
to be taken up by May or 

- Jane this year. Michael Mur- 
ray, a vice-president of 
Microsoft, echoed other 
industry witnesses in saying 
a “significant" increase in 
the. cap was needed.. Micro- 
soft, which claims to have 

. £500 unfilled vacancies, is 
“deeply concerned that the 
. current skflls shortage win 
threaten our competitive- 
ness in global markets”, jeo- 
pardising an industry which 
contributes Sl.OOObn a year 
to the economy, he said. 

With the .White House 
believed to be considering 
-an increase of up to 50 per 
cent in the cap, Mr Uhalde 
in his testimony was careful 
not to rule out higher quo- 
tas. 


tog with drug cartels. 

Tbe US insists its evalua- 
tion of Colombia's fight 
against drugs is based on 
technical factors. But critics 
say it is apparent the deci- 
sion-making process has 
taim> on a political - and 
even personal - character. 

Ever since 36m of drug 
cartel money found its way 
into Colombian president 
Ernesto Samper’s election 
campaign in 1994, the US 
administration has made 
little attempt to bide its dis- 
like of the populist leader. 

Some US officials acknowl- 
edge the certification law 
often does not serve US 
interests and contaminates a 
broader relationship with 
many countries; Ahead of 
the April summit of leaders 
from tbe western hemi- 
sphere in Santiago, which 
President Bill Clinton is 
expected to attend, and a 
special session of the United 
Nations on drugs in June, 
proposals are emerging for a 
more co-operative approach 
to replace certification. 



Samper Washington’s bete noire 


In the case of Latin Ameri- 
can countries, this could 
Involve the Organisation of 
American States. According 
to Pino Arlacchi. executive 
director of the United 
Nations International Drug 
Control Programme since 
last June: “For the first time 
in 50 years we see the 
chance of agreeing on a 
shared strategy and shared 
responsibility in the area of 
drugs control." The plan 


aims to eliminate coca and 
poppy cultivation worldwide 
within 10 years. 

The UN’s proposals 
include three components: 
alternative development, the 
monitoring of illegal crops 
by satellite, aerial photo- 
graphs and on tbe ground, 
and financial support. Pre- 
liminary UN estimates indi- 
cate S4bn will be required to 
make a big impact on the 
illegal drugs trade. 


Mr Arlacchi. whose back- 
ground is in tbe fight 
against organised crime in 
Italy, was speaking on a 
whirlwind tour of Colombia. 
Peru and Bolivia. He said he 
would present a "strong pro- 
posal" on money-laundering 
to tbe UN session. “There 
are some 20 jurisdictions 
which still maintain banking 
secrecy for proceeds from 
the illicit drugs trade," he 
said. "Tbat has to stop." 

UN officials argue they 
have greater clout and more 
hands-on experience than 
the OAS. The UN has been 
committed to alternative 
development for 30 years." 
said Mr Arlacchi. 

“But if programmes are 
dispersed and fragmented 
they will fail. We need a 
global strategy." 

This would imply substan- 
tial expenditure not just to 
five big drugs-producing 
countries - Colombia. Peru 
and Bolivia to tbe case of 
cocaine and Burma and 
Afghanistan to the case of 
heroin * but also in con- 


sumer countries. “A supply 
reduction strategy cannot be 
successful without demand 
reduction too." he said. 

Although the UN would 
centralise collection and 
analysis of data, there would 
be no process similar to “cer- 
tification". said Mr Arlacchi. 
“We want to monitor areas 
of potential cultivation and 
halt the displacement effect. 
In the past we have taken 
years to react when [dis- 
placement of drugs crop cul- 
tivation] happened: this has 
been our weakness." 

to Colombia, there is pessi- 
mism about whether the 
country will escape decertifi- 
cation for a third year. “As 
long as Samper remains in 
power, the US will never 
give full certification to Col- 
ombia," said Juan Gabriel 
Tokatli&n of Colombia's 
National University. 
Personal view. Page 12: Edi- 
torial Comment, Page 13 
( Reporting by Sally Baicen m 
Lima. Adam Thomson in 
Bogotd and Stephen Fidler in 
London ) 
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NEWS: ASIA-PACIFIC 


Bankers 

cautious 

towards 

Beijing 

By James Kynge In Beijing 


Asia's financial crisis has 
made foreign bankers even 
more cautions towards fin- 
ancing projects in China, 
even though Beijing was 
largely unaffected by the 
regional crisis. 

The nervous mood, if it 
lasts, may increase the cost 

of borrowing for Chinese 
projects and could reduce 
the flow of foreign direct 
investment into China at a 
time when such inflows are 
already appearing sluggish. 

“Commercial banks are 
still looking for well-struc- 
tured projects to lend to but 
apparently with less capac- 
ity and (they) would likely 
be much more cautious," 
said Read Go mm, head of 
project finance, Schraders 
Asia. 

Several foreign bankers in 
Beijing said the caution 
would be translated into 
increased borrowing costs 
for Chinese projects, at least 
in the short term. Foreign 
banks anticipate heavy pro- 
visioning for bad loans In 
South Korea and south-east 
Asia and therefore have 
fewer available funds for 
projects in China, bankers 
said. 

But there are also worries 
peculiar to the Chinese econ- 
omy, despite a general sense 
among bankers in Beijing 
that the authorities' pledge 
not to devalue its currency, 
the yuan, is sincere. A possi- 
ble slowdown in China's 
economy, suggested by an 
oversupply of goods and suc- 
cessive months of deflation, 
may reduce the reliability of 
returns from some projects, 
bankers said. 

Pricing agreements on 
utility projects agreed with 
foreign partners may have 
to be revised if local eco- 
nomic conditions demanded 
it, said one official from the 
powerfnl State Planning 
Commission (SPC). 

Dahong Wang, head of 
project finance for China at 
SBC Warburg Dillon Read, 
said that Chinese authori- 
ties appeared amenable to 
more Imaginative project 
finance solutions than in the 
past. Mr Wang advised Chi- 
nese authorities on the 
country's first officially 
sanctioned build -operate- 
transfer project, the Laibin 
B power station, which was 
approved in September last 
year. 

Opportunities offered to 
foreign investors may also 
increase if aggregate FDI 
begins to slow, analysts 
said. Chen Jinhna, minister 
of the SPC, said this week 
that there would be signifi- 
cant opportunities for the 
use of foreign capital in the 
next three years. He said 
China's total fixed asset 
investment over this period 
would amount to S963bn. 


China debates big state shake-up 


By James Kynge In Beijing 

China is debating plans for 
potentially the most thor- 
ough restructuring of its 
government since economic 
reforms began in 1979, offi- 
cials and foreign diplomats 
say. 

The main of the pro- 
posed measures, to merge 
some min istries, relegate 
others and slash jobs, is to 
increase efficiency and 
enable a government 
designed for a command 
economy to cope with a new 
era of freer markets. 

Officials said the driving 
force behind the planned 
changes was Zhu Rongji, 
vice-premier in charge of the 


economy, who is expected to 
be elevated to premier at the 
annual session of the 
National People's Congress 
(parliament), due to start on 
March 5. 

Mr Zhu, the officials 
added, sees the reorganisa- 
tion as crucial to realising 
important policy goals such 
as restructuring state-owned 
enterprises, revitalising the 
banking system and ulti- 
mately gaining accession for 
China to the World Trade 
Organisation. 

Many of the reforms being 
proposed are meeting resis- 
tance. Officials said compro- 
mises were likely to be made 
before proposals, which 
included cutting the number 


of bureaucrats by 30-50 per 
cent over the next three 
years, were agreed in the 
run-up to the congress. 

One example of the pro- 
posed changes backed by Mr 
Zhu was the merger of the 
Ministry of Posts and Tele- 
communications with the 
Ministry of Electronics 
Industry and the Minis try of 
Radio. Film and Television. 

The successor "commis- 
sion" would have regulatory 
responsibility for the tele- 
coms and media businesses 
but would seek to distance 
itself, over time, from the 
commercial interests each 
component ministry at pres- 
ent controls. 

Such a separation of regu- 


' lation and commerce is one 
of the alms of the reorgani- 
sation. The Asian financial 
crisis has convinced some In 
Beijing’s leadership of the 
perils of allowing too close a 
relationship to develop 
between government and 
business. 

Foreign diplomats said a 
co mmitme nt to establish a 
neutral regulatory regime 
would also count in China ’s 
favour at WTO accession 
talks. 

Officials added, however, 
that the ambitious nature of 
Mr Zhu's proposed reorgani- 
sation was being thrown 
into focus by the fact that 
the Ministry of Radio, Film 
and Television was resisting 


being subsumed into the 
planned information com- 
mission. - 

Its reluctance stemmed 
partly from the fact that 
absorption into the commis- 
sion could mean a severing 
of ties with .the ministry's 
profitable affiliated televi- 
sion companies. 

Another' argument was 
that the propaganda value of 
TV was such that the minis- 
try needed to remain inde- 
pendent . ’ . 

Diplomats fear the task of 
merging ministries and cut- 
ting jobs may preoccupy the 
government, thereby slow- 
ing the very reforms the 
reorganisation is intended to 
speed. 


Yoko Sazaaami is surprise choice to chair panel overseeing funds for bank sector 


An academic 
catapulted into 
high-profile job 


By GiHian Tett in Tokyo 

Japanese women do not 
often threaten to wobble 
their country’s financial 
markets. Yoko Sazanami, a 
65-year-old grandmother 
may do so, which makes her 
a woman to watch. 

On Monday the govern- 
ment named Ms Sazanami. 
an economics professor, as 
the surprise chairwoman of 
a panel overseeing the injec- 
tion of Y13.000bn ($l02bn) of 
public funds into the trou- 
bled banking sector. 

The decision has cata- 
pulted Ms Sazanami into a 
high-profile job - a rare feat 
for a woman in chauvinistic 
Japan - and also plunged 
her into one of the country’s 
biggest controversies. 

In the next month the 
so-called panel of seven wise 
persons which Ms Sazanami 
heads will decide which 
b anks qualify for the cash 
injection. With the banks, 
bureaucrats and politicians 
still at odds over whether 
the b anks need the money at 
all, allocating the funds is 
highly contentious. 

"It's my most political 
job." said Ms Sazanami, a 


refreshing contrast to the 
usual dark -suited male 
bureaucrats who run Japan. 
In the scruffy office on Keio 
university where she teaches 
economics, she said: “It's 
very difficult deciding what 
the public needs now.” 

At first glance she might 
seem an odd choice. There 
are few women in senior 
positions in Japanese aca- 
demia - and even fewer in 
Japanese finance. "We are 
not used to having academ- 
ics involved in the political 
process. This is not like the 
US,” she said. 

Her academic credentials 
are impeccable. She has 
carved her career on the 
issue of global trade, rarely 
straying into banking. “I 
have not written about 
banks before,” she admitted. 
“Yes, people have pointed 
this out.” 

When she started her 
teaching career in Keio 37 
years ago, there were practi- 
cally no women studying 
economics. Three years ago 
she triggered huge contro- 
versy when she wrote a book 
arguing that Japan must 
remove its trade barriers 
because they were costing 



Yoko Sazanami: cbairmg~bank screening committee 


consumers dear - and 
pointed out publicly that lip- 
stick cost twice as much in 
Japan compared with the US 
as a result. 

Her relative unfamiliarity 
with banking may turn out 
to be an asset. After months 
of corrupt scandals. Ryutaro 
Hashimoto. Japan's prime 
minister, desperately needs 
to show he is serious about 
cleaning up the financial 
sleaze. Mr Sazanami is a 
respected outsider, a firm 
and clean broom. 

“They asked me if I had 
ever received money from 
hanks, and I was able to say 
no.” she said. 

Furthermore, some offi- 
cials hope her sex - and 
grandmotherly image com- 


plete with cardigan and 
baggy skirt - might help her 
as .she tries winning over the 
banks. In Japan women tend 
to control the domestic 
purse strings. 

They 1 , very rarely go alone 
to “wining and dining” eve- 
nings - the scene of so much 
of the corruption that has 
rocked [the financial sector 
and foiled resignations at 
the finance ministry. 
Observers said tins calcula- 
tion may prompt Mr Hashi- 
moto to appoint a woman to 
head the new financial 
supervision agency which 
is due to be established this 
summer - if he can find 
someone to take this politi- 
cally sensitive post. 

Until then, Ms Sazanami 


will remain the woman in 
the news. It is unclear 
whether. she will be a power- 
ful character or just a figure- 
head guided by colleagues. 
They include the finance 
minister and the Bank ' of 
Japan governor. The ruling 
Liberal Democratic party is 
also likely to exert huge 
pressure on the group. But 
she is ho pushover. 

Though she refuses to say 
in public how the panel will 
decide to allocate money, 
she has firm views. Banks 
which have been entangled 
in corruption scandals 
should not automatically be 
excluded from the process, 
she said. 

Some of these banks have 
indicated they may decline 
government handouts 
because they want to avoid 
further scrutiny. 

“These are separate mat- 
ters it must be understood 

that the (financial package) 
is to support the entire 
financial sector... And . she 
insisted that the process can- 
not go against “the condi- 
tions of the market”. . 

Finding a way to satisfy 
these (flfferent demands will 
not be easy. Since Ms Sazan- 
ami .accepted the job, she 
has received phone calls 
from the public complaining 
about the entire project. But 
nobody baa dared complain 
about her sex. 

“When I look at my stu- 
dents, over the last 30 years 
the women have (hanged far 
more than the man- Things 
are changing - perhaps (my 
appointment) will help.” 


Singapore revises down growth forecast 


By Sheila McNulty in Singapore 

Singapore sharply revised 
downward its 1998 economic growth 
projection yesterday, signaling that 
the east Asian financial crisis has 
persisted longer, and at a higher 
cost to the city state, than the 
authorities feared. 

The Ministry of Trade and Indus- 
try projected gross domestic product 
growth of between 2.5 per cent and 
•L5 per cent this year, down from 
the previous projection of between 5 
per cent and 7 per cent made in 


November- The depressed forecast 
set the tone for Singapore's budget, 
which will be released tomorrow. 

Economists are expecting the 
authorities to announce measures to 
ease pressure on companies most 
severely bit by the regional down- 
turn. such as a cut In corporate tax. 
They also expect prudence in expen- 
ditures and attempts to propel eco- 
nomic growth through infrastruc- 
ture and other projects. 

“The regional economic outlook 
has deteriorated significantly since 
November," the ministry said. 


“There is still uncertainty over the 
regional political and economic situ- 
ation.” 

Singapore's economy grew by 7 A 
per cent last year, faster than the 
6.9 per cent growth in 1996. But the 
financial crisis only began in July 
in Thailand and did not hit regional 
economies until later in the year. 

Although Singapore’s economy is 
better structured and managed than 
those in neighbouring countries, its 
trade, banking, tourism, health and 
transport industries all rely on the 
region for business. It is not dear 


precisely how exposed Singapore is 
to its neighbours, a factor which 
explains why economists.’ projec- 
tions for growth this year range 
from 1 per cent to 6 per cent. 

Song Seng Won, regional econo- 
mist at GK Goh Research in Singa- 
pore, said manufacturing was the 
key and “the signs are rather 
mixed”. Electronics makes up 45 per 
cent of the manufacturing industry, 
he said, with disc drives accounting 
for one-third of the sector's exports 
and semiconductors and related 
business another third. . ... 
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Sonia Gandhi may have 
made an enormous impact 
on India's election campaign, 
but the shape of the govern- 
ment that emerges may 
depend on horse-trading 
among political parties in 
Tamil Nadu, a state where 
her political influence is 
weakest. The alliance of the 
DMK and TMC. two leading 
regional parties which at 
present control the state 
government, is likely to win 
most of the south Indian 
state's 39 seats in the 
national parliament, giving 

them a pivotal role in the 
formation of any coalition. 

Political leaders admit 

that the role of regional par- 
ties. which have also 
acquired influence in other 
states such as Assam, 
An dr ha Pradesh and Hary- 
ana is growing, lending a 
more federal tone to a polity 
once dominated by Congress. 

Mrs Gandhi's ability to 
revive the fortunes of Con- 
gress may seem to some a 
harbinger of a shift in the 
trend towards regionalism 
but. if Tamil Nadu is any- 
thing to go by, i: win be 
hard to reverse. With its 
own distinctive language 
and culture, relative aFflu- 
ence and success at attract- 
ing foreign investment, 
Tamil Nadu is a natural cra- 
dle of federalism. 

Murasoli Maran- industry 
minister in the outgoing 
United front government 
and a leader of the DMK in 
Madras, said his party 


stands for “a genuine feder- 
alism. like that in the US. 
Canada and Germany, and 
an end to the master-servant 
relationship between the 
centre and the states". 

The economic reforms ini- 
tiated in 1991 have given a 
push in this direction, said 
the minister. Without the 
regulations imposed by the 
centre before the reforms, 
state governments have 
become freer to pursue their 
own policies and chase 
investment directly. 

While Mr Maran looked 


regional representation in 
national politics makes for 
stability and offsets any 
desire for separatism. 

Unlike Mr Maran, he said 
this does not mean more 
power should devolve to the 
states, but that states should 
have a greater say in central 
government. 

While many of their preoc- 
cupations are local - rising 
onion prices and bus fares 
are big issues in the country- 
side - it is a matter of pride 
to have Tamil Nadu minis- 
ters in centra] government 


The shape of the new government 
may depend on horse-trading 
among parties in Tamil Nadu 


forward to the day when the 
centre would have responsi- 
bility only in limited areas 
like foreign affairs, defence 
and the currency, the TMC, 
his recent ally, also seems to 
be learning fast. 

The TMC was founded 
before the last election in 
1996 as a breakaway move- 
ment from the Congress 
party after its prime minis- 
ter Narasimha Rao formed 
an alliance with the 
AIADMK, another local 
party. Now the TMC attracts 
most of the old Congress 
vote in Tamil Nadu and 
occupies that party's old 
headquarters. Yet it. too. is 
learning to develop its 
regional flavour. “We are a 
regional party with a 
national outlook,” said 
G.K. Moopanar, its president. 
Like Mr Maran. he makes 
the point that strong 


“People find access to Delhi 
much easier when there is a 
minister from bur constitu- 
ency,” said R.5. Jalaluddin, a 
granite trader in the village 
of Tindivinam,, so miles 
south of Madras. 

With several Tamil Nadu 
ministers in the last govern- 
ment, including P. Chidam- 
baram, finance minister, 
power-sharing will doubtless 
be an issue in any coalition 
negotiations after voting is 
complete. But both parties 
stress their reluctance to 
enter a coalition with the 
Hindu revivalist Bharatiya 
Janata party, seen by them 
as religiously divisive, and 
viewed in Tamil Nadu- 'as a 
party of the north. 

But negotiations wit h Con- 
gress may not be easy, least 
of all tor the DMK. It has an 
uneasy relationship with 
Mrs Gandhi who believes the 


party responsible for encour- 
aging the Tamil “Tiger" 
guerrillas who assassinated 
her husband daring bis visit 
to Tamil Nadu in 199L 

On the insistence of her 
supporters, Congress 
sparked the current election 
by Insisting the DMK .be 
expelled from the United 
Front, foD owing an official 
report which alleged links 
between it and the Tigers. 

Cho Ramaswamy, a re- 
spected regional commenta- 
tor with close links to all 
parties, says a Congress- . 
DMK accommodation should 
be possible an the basis of 
revisions to this report. If 
not, he suggested, the DMK 
might countenance support 
for a BJP government, even 
though Mr Maran calls this 
“impossible". 

If local voters want better 
representation at national 
levels, one other message 
they are sending from the . 
polls is a desire for stable 
government. Stability at the - 
centre was top priority with 
nearly 70 per cent of Tamil 
Nadu voters in a poll by 
Frontline, the Madras-based 
political magazine. 

Whether regionalism will 
provide that stability 
remains to be seen.. Mr 
Ramaswamy believes the big 
national parties could 
resume their pre-eminence 
as soon as a convincing 
national leader emerges. Mrs - 
Gandhi's failure to capture 
hearts and minds In Tamil 
Nadu suggests she has not 
yet acquired that stature. 

Peter Montagnoa 
Mark Nicholson 


Asia may pack 
harder 
for Australia 



By Gwen Robinson 
in Sydney 

Gloomy corporate earnings 
figures together with wam- 
ingft this .week from far ming 
and tourism groups suggest 
that the Asian economic tur- 
moil will have a harsher 
impact on Australia's econ- 
omy than initially feared. 

Australian company prof- 
its before tax, net interest 
and depreciation plunged 4.5 
per cent to A511.3bn 
(U8$7.4bn) in the December 
1997 quarter, on a seasonally 
adjusted basis, according to 
figures published yesterday 
by the bureau of statistics. 

The figure compared to an 
increase of 8^ per cent in 
the preceding September 
quarter and represented the 
lowest rate of annual growth 
for six years, initial forecasts 
by private economists had 
emitted on a gain of 2 per 
cent 

. The data, among the first 
official indications of busi- 
ness conditions after the 
Asian. upheavals, came at 
the height of Australia's -cur- 
rent Interim reporting period 
and a series of disappointing 
results' in sectors as diverse 
as financial services, trans- 
port and mining . 

.. Since December, large 
exporters 1 have complained 
of cancelled' contracts with 
Asian countries and difficul- 
ties to securing trade finance 
guarantees. In tourism, Aus- 
tralia’s largest source of for- 
eign exchange,'' industry, 
groups have warned the ; 

Asian crisis could sfash 
more than 2bpercentoff 
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revenues, which last year 
amounted to about A$l6biL 

In rural commodities, 
which account for about 40 
per cent of Australia’s 
exports, the National Farm- 
ers' Federation warned this 
week that the agricultural 
sector faces a loss of up to 
Slbn this year on reduced 
demand from Asia. 

The fall in corporate prof- 
its was driven by unusually 
large foreign exchange and 
asset write-down losses in 
the mining, services and 
transport sectors, the bureau 
said. 

The interim results overall 
have been “mixed, though 
mainly neutral.” said one 
analyst But some large com- 
panies with reasonably 
healthy interim profits, 
including Qantas Airways, 
warned the real impact of 
Asian upheaval will be felt 
in the second half to June 
and into the next financial 
year-. 

Amid the current appre- 
hension about the full-year 
outlook, many private econo- 
mists have Lowered their 
forecasts for December quar- 
ter GDP growth, ahead of 
next week's publication of 
official figures. 

Chris Caton, senior econo- 
mist at Bankers Trust, said 
the 3D6cember-quarter profits 
were worse than expected, 
but- noted that profits 
growth had been sluggish for 
the last two years. 

Forecasts for GDP growth 
in the full year to June have 
also been cut, and now aver- 
' age about 3 per cent. 
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NEWS DIGEST 


Taiwan names 
new bank chief 

Taiwan yesterday named a hew central bank chief 
following an aircraft crash last week that claimed the 
lives of Sheu Yuan-dong,, the previous governor, and 
several bank officials. 

. Peng Fai-nan, chairman of ^ government-linked 
International Commercial Bank of China, was appointed 
governor of the Central Bank of China, where he had 
previously served as deputy governor and in^d of the 
bank's foreign exchange d epartment 
The Taiwan dollar rose sharply against the US dollar 
yesterday, partly in reaction to the appointment of 
59-year-old Mr Peng. 

The US-educated banker is seen as a stalwart defender 
of the country's currency. " . Laura Tyson, Taipei 

■ MALAYSIA’S RACIAL LAWS 


Easing is temporary, says PM 

Mah a t hi r Mohamad, the Malaysian prime minister, 
yesterday said a decision to ease racial laws favouring 
ethnic Malays ia bus i n e ss was temporary and would onl: 
apply in certain instances. His comments came after Dai 
Zainuddin. economic adviser to the Malaysian 
government, revealed recently the authorities would rela 
the racial restrictions which have for decades been at the 
centre of economic policy. . . 

The relaxation was designed to lessen the impact of thi 
regional financial crisis, he said. The policy of granting 
the indigenous Malays special privileges inc l ud es Malay 
quotas on areas such as p ro p er t y and education. The 
meas ures are designedto give the majority race parity 
with the c ountr y's wealthier Chinese minority. Mr naim 
said the government would open ownership in 
Malay-dominated companies to other Malaysian races - 
Oiinese and Indians - even those in strategic industries 
However. Dr Mahathir said this statement did not mean 
an Malaysians would now be given equal economic statu 

■Sheila McNulty, Smgapoi 

ILO •••'- 


SE Asia candidate hits at UP 

South-east Asia’s candidate to become the next 
torto^generalof the international Labour Organisatio 
yesterday criticised the UN agency for not intervening 
rariier.in the east Asian economic crisis to help mitigate 
the pam of adjustment for the region's workers. 

• Wteffia Nieves Soldan-Conffesor. a forma- Philippines 
labour secretary and now presidential adviser on labour 
issues, said the ILO should have been in the thick of the 
eigut^nonth-old crisis, working with the International 
Monetary Fund and World Bank oh policies to cushion 
the impact on the poor. 

on public works or infrastructure projects, and educatim 
ana retraining programmes to ensure workers’ full 
participation in economic recovery. 1 

The ILO bas taken a low profile on east Asia, despite 
mounting job losses andgrowlng social dislocation in th 
region. Mb Confesor. who - was chair of the ILO's 

body to 199W5,said the ILO should create a 
rapid assistance group to provide speedy help to countris 
m ensis. T^,IIX)'s v goyerning.bodY.ls due to electa 
successor to the current director-generaL Michel 
Hanseime of Belgium, on March.23.Juan Somavia. Chile 
ambassador to the TIN in 'New Yqrfe, favourite for the 
■ V : 1 ■ W&liatns. Genet 






Strategies 

and 

technologies 

deliver 

results. 


DEL0ITTE 

CONSULTING: 

Strategies 

and technologies 

only deliver 

promises. 

People and processes 
deliver results. 


Some consultants specialise in strategy. Others focus on new technology. 
What too many fail to recognise is that without significant change to the 
processes people use with these new strategies or technologies, 
their promised returns will never be fully realised. 

At Deloitte Consulting we have always understood how critical people are 
to implementing real, lasting change. You can see it in our working style - a 
uniquely flexible, respectful and collaborative approach that prompted 
one analyst to tell Computerworld * “We hear time and again 

that they are the most user-friendly.” 

Which is important Because it helps us get your entire organisation, 
from boardroom to backroom, to buy into changes at hand. 
And gives us the ability to transfer the knowledge and skills your people 
will need to deliver the full benefits of any new strategies and technologies. 
And to keep those improvements from unraveling after we’ve gone. 

For results you can count on today. And build on tomorrow. 


A very different approach. For very different results. 


Deloitte & Touche Consulting 

Group 

J 


©Deloitte & Touche Consulting Group ltd. *Coirpwiei world. July 29, 1997 



s 


„ * ,»T4- — ■ 


.' T - 


FINANCIAL TIMES THURSDAY FEBRUARY 26 1998 


NEWS: WORLD TRADE 


US steps up 
search for 
oil routes 


By Bruce Clark 
in Washington 

A Franco-Russian contract 
to extract gas from Iranian 
waters has lent added 
urgency to the campaign by 
the US to steer energy flows 
away from Iran. US officials 
said yesterday. 

They reaffirmed the Clin- 
ton administration's policy 
of isolating Iran, adding that 
the present crisis involving 
Iraq made it doubly impor- 
tant to avoid increasing 
dependence on energy flows 
through the Gulf. 

In one of their most 
detailed policy statements 
on the energy-rich Caspian 
Sea, Commerce and Energy 
Department officials made 
clear they were In a race 
against time to ensure Tur- 
key was the main conduit 
for oil and gas flows from 
the region. 

Jan Kalicki of the Com- 
merce Department said the 
government's effort had 
been “galvanised in part" by 
proposals to build pipelines 
across Iran, as well as the 
$2bn gas contract signed 
with Iran by Total of France 
and Gazprom of Russia. The 
government, under strong 
pressure from Congress, is 
considering sanctions 
against those companies. 

Earlier this year, the US 
indicated it would not 
oppose pipelines across Iran 
if sealed to ensure transit 
only. But since then it has 
hardened its position, oppos- 
ing use of Iran as a conduit. 

"Key decisions are being 
shaped now that will deter- 
mine the future of Caspian 
energy transportation and 
trade patterns for decades,” 
Mr Kalicki told a Senate sub- 
committee. 

The US and Turkish gov- 
ernments are promoting the 
idea of a large oil pipeline 
r unning from Baku in Azer- 
baijan to Ceyhan, southern 
Turkey, at a cost of several 
billion dollars. 

Mr Kalicki said Washing- 
ton was encouraging con- 


struction of a gas pipeline 
across the Caspian, enabling 
the gas-rich republic of 
Turkmenistan to escape its 
present dependeoce on Iran 
as an export route. 

He urged Turkey and 
other potential transit coun- 
tries to make pipelines com- 
mercially attractive through 
tariff and tax breaks, reason- 
able insurance and financing 
costs and help in securing 
rights of way. 

The dispute between Turk- 
menistan and Azerbaijan 
over demarcation in the Cas- 
pian was a "significant polit- 
ical obstacle" to building 
pipelines under the Caspian 
Sea, Mr Kalicki added. He 
urged the two countries not 
to let the dispute disrupt 
economic development. 

The fact that European 
companies enjoy greater 
freedom of action in com- 
mercial dealings with Iran 
than US ones had “frankly 
complicated" Washington’s 
efforts to promote US corpo- 
rate interests. 

But Mr Kalicki insisted the 
US policy of isolating Iran 
was soundly based, because 
of that country’s destabilis- 
ing policies, and the need to 
avoid sending any more oil 
through the Straits of Hor- 
muz when the Gulf was 
already full of tension. 

Robert Gee. an Energy' 
Department official, said US 
policy on the Caspian “is not 
intended to bypass or thwart 
Russia”: it welcomed Rus- 
sia's role in production and 
transportation. A trans -Cas- 
pian gas route could incorpo- 
rate output from Russia and 
other ex-Soviet republics 
such as Uzbekistan. Kazakh- 
stan and Azerbaijan. 

Such a route could solve 
energy shortages plaguing 
Georgia and Armenia and 
supply Turkey, which was 
pl annin g a five-fold increase 
in gas imports by 2010. Cum- 
hur Ersumer. Turkey’s 
energy minister, is due in 
the US this week to promote 
the idea of pipelines across 
Turkey. 


EU to challenge US on internet addresses 


By Neil Buckley in Brussels 

The European Union is 
preparing a critical response 
to US proposals to reform 
the way internet addresses 
are administered, warning 
that they would leave con- 
trol of the computer network 
too firmly in US hands. 

EU telecoms ministers 
meeting in Brussels will 
today discuss a draft 
response to a US “green 
paper” on internet 
addresses, warning that the 
plans would “seem to consol- 
idate permanent US jurisdic- 


tion over the internet". 

Martin Bangemann, Euro- 
pean commissioner responsi- 
ble far telecommunications 
warned yesterday that while 
the network was developed 
largely by the US. future dis- 
cussions on how it should be 
organised and regulated 
should be international 

“It is clear that in the US, 
which almost invented the 
internet, they like to con- 
sider it as their child," Mr 
Bangemann said. “Now that 
the child is growing up, like 
all children do. It is losing 
some of its affiliation to its 


parents and starting to fmri 
other people attractive. 

“We don't want internet 
wars,” he added. “But it is ‘ 
dear we need to reach agree- 
ment on how we go about 
using this tool." 

The US green paper pro- 
posed transferring ultimate, 
responsibility for internet 
addresses from the US-based - 
Internet Assigned Numbers 
Authority to a US non-profit 
organisation with a board 
representing commercial. 
International and technical 
interest groups. 

Registration of new web 


sites would become a. com- 
mercial, activity, with sev- 
eral registrars in different 
parts of the world competing 
to provide services to web 
Site publishers. The US plans 
would create up to five new 
“(faaajh”. names - the suf- 
fixes on web sites such as 
“.com" and “.oisf ■ to pro- 
vide scope for registration of 
thousands of new sites. 

Mr. Bangemann has 
already called for global co- 
ordination Of the eompnter 
network. ; ffe called this 
month far an “international 
charter”, to fedEtate co-oper- 


ation between governments 
an~ issues such as data , pro- 
tection, copyright, t ax at io n 
and control of pornography. 

. Ministers will today dis- 
cuss ’-.the' EU's specific 
response to the tlS proposals ; 
on. inter net addresses, walit 
Ing that, they would give too' 
much power to the -US. to 
resolve' disputes, particularly, 
over the use of trad e ma r ks. 

Ministers are not expected 
to finalise the text, but to 
ask EU offlreate to continue 
work on a joint response for 
submission, by the March 23 
.'deadline set by the US. \ 


Mr Bangemann. responded 
more positively to US calls 
in the World , Trade; Organi- 
sation last week for goods 
and services transmitted dig- 
itally on the Internet to be 
■ CTPPipt. from customs duties, 
.gayjrg this, was in line with 

the EU approach. 

• More than IDO companies 
from the banking, telecoms, 
retail and IT sectors, plus 

representatives of consum- 
ers add. small enterprises, 
yesterday hacked the Euro- 
pean Commission's call for 
ah International - internet . 
charter.-'. ■ t' ; 


Research spending helps win 31% share of global output 


Swiss build up their 
in textile machinery 

By Peter Marsh in London Swiss textile machineiymakerstOT 




Swiss-owned textile 
machinery companies last 
year produced nearly a third 
of world output of this equip- 
ment in an unusual example 
of a single small country’ 
accounting for a large share 
of global production. 

The proportion has 
increased from about IS per 
cent a decade ago, as Swiss 
companies have extended 
their production operations 
worldwide. The companies 
have also come up with tech- 
nical Innovations that have 
increased their market 
share. 

According to the Swiss 
Association of Machinery 
Manufacturers, Swiss com- 
panies last year produced 
textile machinery worth 
SFr6.6bn <$4.5bn), or 31 of 
the world total of SFr21.3bn. 

While textile equipment 
adds up to a relatively small 
industry globally, it supports 
a world industry malting 
clothes and other textiles 
with sales of an estimated 
SFrSOObn f$345bn) a year. 

Swiss companies have 
been active in textile 
systems for 200 years and 
their continued dominance 
of the sector adds up 
to a rare instance of country 
able to keep its lead in a key 
industry against mounting 


Worldwide production (SFr m) 
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other significant home for 
leading textile nm^ina ' inay. 
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global competition. 

The Swiss textile machine 
industry employs some 
25,000 people, 15,000 of them 
outside Switzerland. Most of 
the 50 companies in this field 
are privately owned and 
divulge little about their 
activities. 

Roughly a quarter of the 
industry's products are sold 
in Europe and a quarter in 
the US. Of the total sales of 
Swiss textile machine mak- 
ers last year, SFr2.7bn, or 40 
per cent, came from factories 
in Switzerland. 

The rest was produced in 
non-Swiss plants, in coun- 
tries such as India and 
China . which are close to the 


main markets for textile 
sales. ; 

In 1990, when Swiss com- 
panies made SFr4.7bn of tex- 
tile equipment, about two- 
thirds rarng from domestic 
plants, with only a third 
made outside the country. 

The swing is explained 
partly by Swiss companies 
having been active in the 
past decade in buying busi- 
nesses in Germany, tradi- 
tionally a leader in textile 
machinery. German-owned 
companies are estimated to 
account now for about 15 per 
cent of world production of 
these systems. • 

Japan accounts for a simi- 
lar share, while Italy is the 


ers. Of the world’s textile 
equipment makers, the two 
biggest are Saurer and:Rie- 
ter, both df them Swiss azuT 
spedalising in spinhing and 
related activities. Sulzer, 
another large- Swiss com- 
pany, is the world's biggest 
maker of weaving, systems. 

The machinery association 
said textile equipment- out- 
put from Swiss companies 
might decrease slightly this 
year because of weaknesses 

in Im pnrten* tertfla mar trtg 

hit by the Asian crisis. 
About 45 per cent of sales of 
textile mstcMruin are in Asia, 
broadly defined to include 
Turkey, up from about a 
third a decade ago. 

However, the countries at 
the centre of the. economic 


problems account for only 10 
per rent of file Swiss compa- 
nies' annual sales. 

ffetm’ Bacfamann, assurer 
executive who is president of 
the textile branch. of the 
Swiss Association of Machin- 
ery Manufacturers, said 
Swiss companies had consol- 
idated their position in the 
industry by maintaining 
research and development 
spending. Swiss -companies 
typically spent 5-8 per- cent 
of their turnover on RAD,- 
while companies in other 
countries had cut back. '- . 



tool industry in 
aerospace link 


By Peter Marsh 

Europe's machine ; tool 
industry is to link up. with 
automotive and aerospace 
groups in an effort to 
improve the sector's compet- 
itiveness through adopting 
new technologies. 

• The Industry, believes that 
[;by-' taking up new ideas in 
areas such as laser machin- 
ing contro l systems and pro 
casion assembly techniques 
it Wfllheable to maintain its 
thirty strong pndtim in. the ■ 
world's-. . ; $35bn . a : V year 
machine tool business. . 

. Under -the auspices - of 
Uechnb.the. Brussels-based 
trade> association, ’ for 
Europe’s - 1^200 machine tool 

ryi rnpdnioc thp fpifop fry Jg:to : 

talk' to- representarivas of 
sectors. - such as aerospace 
and vehicles, two of file big.-.: 
got -nsersxxf machine' tools. 

•- Talks rare, to take place 
later this/year .through -aj' 
research dounca set ’ up' by 

fiopimn. .' -«'rV '■ ' .■ - - 

Machine.ltool compardee - 
expCCted jto taka aLleadJhgi 


rolfi- In arairiiu> 

.Hsllar, '-and 'Tmnip^'-bf 
many i the. au to m k fidp 
slab af the Frent^cdif-grOnp V 
Rena^Brit^n^O^Gro^y;^; 
Danobat of 

G oman ■ ; own^try^&'^f^T^ 
automotive 

Europ«uib^e^bus%iws^: 


■i produced about S16bn-worth 
■of machine tools. last year, 
.'just under hklf of world out- 
Hpdt The equipment is vital 

- to '• most :• manufacturing 
■' areas. v;’;v ' 

- ; Jean Heymahs, Cecimd's 
, director-general, saM it was 

...important; for . Europe’s 
machine tool industry to 
look at n£w .technologies in a 
. “strategic'' sense, if neces- 
'.sary poaling'jdeas, then tak- 
ing them, forward . in joint 
research .and development 
projects, 

_ Under Gecimo’s plans, Qffl- 
Vcials frorp Companies- such 
as '-- Mercedes-Benz, 'BMW, 
Ford, Rolls-Royce, Aerospa- 
tiale and Shecma would be 
.invited to contribute ideas in 
: specific-, technologies that 
could play a part In produc- 
" ticii systems to be developed 
bvettte next decade. 

% £ Iater r ' representatives of 
' user iitoustries . in other 
^brahchea.of engineering 
could be' asked to join in .the 
effort to formulate broad 
biu^ndnts for machine tools 
offite fUfa)E& 

TTAfeas* expected to- he dis- 
^aused fiKslnde' ^tew smooth- 

rHnrrip g Jd ft^fr trTyrYtnrfi and 

:ito^6llfn^ar .drive .systems 
accuracy 
tools 

^n - ^ fe gHwiK ' such as gear 
;t^ittihg-nr-fflfthin | ning engine 
components. ’ . 
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NEWS: UK 



over EU regional aid plans 


By Broom kt London - 

and Lionel Barter In, : 

Brussels . . . _ ,'j.. . 

Britain clashed ' with - the 
European Commission last 

night ag lobbying - ■fritonirtfi^ 
over proposed new European 
Union regional aid -rules 
which, 'the UK fears, could 
result in its regions losing 
hundreds of : mill ions of 
pounds a year after 1999. 

Margaret Beckett, the 
trade and industry secretary, 
flew to Brussels yesterday to 
seek changes to the draft 
regulations at a meeting 
with Monika Wulf-Mathies, 

the regional affairs commis- 
sioner. Hie .Commission, 
however, ' challenged many 


of Britain’s arguments. The 
issue - is - causing serious 
strains -during Britain’s EU 
presidency. Tony Blair, the 
-prime minister, has voiced 
concern to Jacques San ter. 
president of the European 
Commission- Britain says it 
is the KlTs. fourth poorest 
memb er but is bring treated 
unfairly. 

The most, serious dispute 
concerns the new Objective 2 
category, covering industrial 
and rural areas. Britain has 
been a beneficiary of this in 
the past but could lose out 
heavOy. 

Britain wants money 
under. Objective 2 allocated 
according to national levels 
of gross domestic product. 


with member states deciding 
which regions qualify, using 
a range of deprivation indi- 
cators. It believes the pro- 
posals give too much weight 
to unemployment- 

Ihe Commission says it is 
showing flexibility by pro- 
posing to allow member 
states to decide 50 per cent 
of the areas which are eligi- 
ble, using criteria which the 
commission says go beyond 
unemployment- These can 
include areas that suffer 
because an important eco- 
nomic sector collapses, or 
those that border on Objec- 
tive 1. regions. 

The Commission also says 
the unemployment criteria 
are a continuation of those 


used in the past. Several 
British regions would have 
lost out last year had the EU 
not reprieved them by 
ToUing over the existing eli- 
gibility map for three years. 

On Objective l, the highest 
aid category, Britain wants 
flexibility for regions which 
fall a fraction above the 
qualifying threshold of 75 
per cent of average EU GDP. 
Merseyside and South York- 
shire in the north-west are 
at risk of failing to qualify. 

Britain wants the proposed 
transition period of four 
years for regions which lose 
Objective 2 status to be 
equalised with that for 
regions which lose Objective 
1 (six years). The commis- 


sion says four years is gener- 
ous, especially when added 

to the earlier three-year 
reprieve. 

Britain wants rules which 
allow special treatment for 
parts of northern Sweden 
and Finland, on basis of 
sparsity of population, to be 
relaxed in a way which 
could include the Scottish 
Highlands and Islands. 

Britain says if any other 
“special cases' are decided, 
then Northern Ireland, 
which would otherwise lose 
Objective 1 status, should be 
among them. The commis- 
sion is due to consider the 
regulations on March IS. 

i 
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I Sterling 
I threatens 
! supremacy 
jof TV set 
| industry 


First full industrial acti on in Morning Star’s h i story follows editor’s suspension 

£ 


All-out strike 
at communist 




an mtecnal report written by 
Mary Rosser, the newspa- 
per's 60-year-old chief 
executives. 

- Among .the: complaints 
listed by Ms Rosser was that 
Mr Haylett had permitted 
“unauthorised work to. be 
carried out on the newspa-. 
peris equipment”.' The work 
allegedly involved s canning 
in the text of a pamphlet for 
the CPB, which has an office 
in the basement. 

. Yesterday. Ms Rosser, a - 
long-serving Com mun ist and 
a member of the CPB’s exec- 
utive committee, strongly 
denied she was behaving 
like a' party apparatchik. But 
she sounded distinctly 
proprietoraL - 
“This - is an issue of man- 
agement The dispute has to 
do with who takes what deci- 
sion and how these decisions 
are carried out” she said. 

Outside an the picket line, 
Mr; Haylett. himself a 
card-carrying party member 
since the age of 18, thought 
this a political and ideologi- 
cal anderstatement 
He described the manoeu- 
The decision to Suspend yrings of senior management 
Mr .-^was- Aakm pi Sta- ■ 


By Jimmy Bums 

The spirit of. workers’ 
solidarity is facing an 
unprecedented test at that 
bastion of revolutionary 
journalism, the Morning 
Star, Britain’s 68-year old 
dally communist newspaper. 

The newspaper’s journal- 
ists - all members of the 
National Union of Journal- 
ists - yesterday began- an 
all-out strike, the first by its 
staff in the history of tbe. 
newspaper. 

The dispute was sparked 
by the management’s sus- 
pension last month of John 
Haylett, the Morning Star’s 
editor, on charges of. gross 
industrial . 

But behind’ this. ; dispute 
appears to be an acrimoni- 
ous. internal power struggle 
which is threatening not' 
only, the survival of the 
Morning. Star - .estimated, 
circulation 7,000 - but also 
what remains of the Commu- 
nist party of Britain, the 
CPB estimated member- 
ship 1,200 - with which it is 
Jinked. . .. 



Asr*r» AaJrwoOrf 

JohnUaylett with union journalists on the picket line outside the newspaper yesterday 


• “They have compiled a 
huge dossier with various 
alleged ‘crimes',’* be said. 

He dismissed the specific 
charges levelled by Ms Ros- 
ser. “She is ignoring the fact 
that there is a long history 
of co-operation between this 
newspaper- and the par- 
ty .. . she wants to concen- 
trate all power in her own 
hands.” 

The strike is being backed 
by 13 of the newspaper’s 15 
editorial staff. Those who 
voted against include Mr 
Haylett’s deputy, Paul Corry, 
who is Ms Rosser’s 
son-in-law: 


keeping a diplomatic dis- 
tance from the newspaper’s 
offices as Ms Rosser and 
NUJ representatives began 
talks at Acas. the concilia- 
tion service. 

Other members of staff 
belonging to the Graphical 
Paper and Media Union were 
not on strike, declaring 
themselves “not in dispute 
with the management com- 
mittee". 

“The management behav- 
iour is causing great finan- 
cial and political harm,” 
warned Mr Haylett. “It is 
going to be difficult for the 
newspaper to defend trade 


behaves in such a dictatorial 
way with its (journalistic) 
staff” 

Ms Rosser, a veteran of 
earlier internal struggles, 
was more hopeful that news- 
paper and party would sur- 
vive. 

“This newspaper has been 
living on a knife edge from 
its beginnings so you learn 
to live in a slightly different 
way than on a well-funded 
paper like [the Financial 
Times}." 

Yet the newspaper will not 
be on the news stands today, 
and its journalists have 
started another “fighting 


gttentey,. -Mr ..Corry ^wga-^. rigbis-_whea.. it firnd”^- for themselves. 
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- 382900 jobs nationwide. Lob- 
will be byists for the industry say 
iojjthtg ' there is no capacity for more 
taxation. Critics, say it tes’ 
cried wolf too often to be 


jrs com- 
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The - government’s 
dilemma is whether any 
move to Increase taxation 
or any attempt cm a fudge by 
leaving it open for further 
review when prices recover 
-- will trigger a sharp fall m 
offshore spending. 

- ' The impact of low prices Is 
evident in this year’s low 
level , of exploration and 
appraisal drilling - . Oil execu- 
tives warn of even steeper 
falls in activity if new taates 
are announced. They point 
to dozens of projects -that 
have been put on hold pend- 
ing- the outcome of ', the 
review.' 

Government officials' are 
also aware that even a tax 


. ly»btnd JEbe ’ 


Sea - - K';foon4.' fliOt .tip#"©ff- of damage to related sectors. 

nen- ' shore industry'' supports If d tax rise caused a sharp 


cut in offshore spending, the 
innocent victims could be 
. thousands of workers in the 
offshore contracting and 
supply .sector. It is hoping to 
use its North Sea business 
base to launch an ambitious 
export drive for 5 per cent of 
the world market by 2001 - 
compared with just 1 per 
cent last year. 

S o what are the options? 
Some suggest it might 
use low oil prices as an 
excuse to do nothing. It 
could then keep open the 
option of making changes 
later when the economy 
improves. But executives say 
that may just prolong the 
uncertainty and be just as 
damaging as a new tax. 

Another .option is to 
remove tax relief on the 
deconuxiissioaing of obsolete 
offshore platforms. The prob- 
lem with this is that it would 
not produce substantial 
savings until well into the 
next decade. 

The government could opt 
for some form of “green 


tax”, perhaps aimed at 
reducing the emission of car- 
bon dioxide by the industry- 
But that might not raise 
much money while pushing 
up offshore operating costs. 

It could also announce a 
"tidying up” of the offshore 
tax code without changing 
basic tenets. It could tinker 
with various allowances 
although, again, amounts 
raised might be relatively 
small. A one-off windfall tax, 
such as that on privatised 
utilities, is another possibil- 
ity. But unlike utilities, oil 
companies might pay up, 
pack up and move on. 

A tax which ratcheted up 
as prices increased has polit- 
ical appeal, but industry 
experts say it would be diffi- 
cult to implement. 

The worst outcome from 
the industry’s perspective 
would be add-ons to present 
taxes. They would signal a 
tendency to tweak taxation 
each year to achieve 
short-term goals. 

Robert Corzine 



fraud warning 


By JBnuhy Burins and . ; 

Kevin O'Connor .in London 

British charities have been warned- 
about :the dangers of potential fraud 
after ^ emerged that the Britis h Red 
QteSrhafl befit targeted- by orgau- 
ised fraudsters in Uganda. 

“We-are very concern ed.aboot this 
problem- We are aware that a nnm- 


ttempting to commit fraud 
r charities,” the Charity 
ion, the body which super- 
rities, warned last night. 

Times has learnt 
b Wbitlam, director-general 
lc. has written to 120,000 of 


its registered -'ispnors in the UK’ 
warning them -about letters from 
Uganda requesting money. The writ- 
ers falsely, claim they have been, 
given the dohor’s name and address 
by the Dgandan . Rod Cross which 
works .closely with the BRC. 

*T fteS that it- is my duty to warn 
you about the: .existence of these 
letters and to make clear that they 
are being sent without the know- 
ledge,. involvement or authorisation 
of either the British or Ugandan Red 
Cross,” Mr 'Whitian says in. a letter, 
a copy of which has been made 
available to the FT. 

The discovery is a potential major 
set-back for BRC, cue of Britain's 


leading ’charities, With officials fear-. 
■ lug that it could create a crisis of 
confidence among Its donors. 

- “it is most unfortunate that this 
has occurred, since it may divert 
' support from the genuine and much- 
needed work by the Red Cross and 
other organisations in Ug an d a .” Mr 
Whitlaa warns. 

The BBC has an animal income of 
£90m ($1 50.3m). With a presence in 
46 countries, it supplies the biggest 
number of staff to the International 
Red Cross. 

The Ugandan “scam” is thought to 
date back to last August when a 
senior BRC official was sent to 
Uganda to organise a major direct 


mailing of UK supporters to raise 
funds. 

Last night, George Kirya. the 
Uganda High Commissioner In Lon- 
don, said he had not been made 
aware of the fraud, but would be 
seeking an urgent meeting with the 
BRS. According to the BRCs own 
internal investigation into the affair, 
charity names and addresses of UK 
supporters were obtained by fraud- 
sters. There is no suggestion that 
any Red Cross official was involved. 
The BRC said last night it did not 
know how many fraudulent letters 
had been sent from Uganda or how 
much money may have been 
diverted. 


By Peter Marsh 

The strong pound is 
jeopardising Britain’s role 
as Europe’s leading maker 
of TV sets, according to the 
companies - mainly Japa- 
nese-owned - that control 
the industry. 

The comments, in a sub- 
mission to a committee of 
the lower house of the UK 
parliament, express unease 
by Japanese companies 
about UK economic condi- 
tions 

The British Radio and 
Electronic Equipment Manu- 
facturers’ Association, a 
trade body in which 10 out 
of the 14 full members are 
Japanese, says potential UK 
investors are being discour- 
aged both by sterling's 
strength and Britain’s high 
interest rates. 

In the past decade, strong 
inward investment has 
transformed Britain’s TV 
equipment industry from 
being a European laggard to 
an indnstry with ann ual 
production worth £2bn 
(S3-34bn) at a retail level. 
Last year, UK factories 
made about 6m TV sets, 
about a third of European 
output. 

Most of the production 
comes from Japanese-owned 
factories, including Sony. 
Matsushita. Toshiba, Mitsu- 
bishi Electric, Hitachi and 
Sanyo. 

According to the associa- 
tion’s paper to the commit- 
tee. which Is investigating 
Japanese inward invest- 
ment, the combination of 
the high pound and high 
interest rates could lead to 
new TV-related ventures 
being diverted away from 
the UK. 

Already some production 
of low-value TVs and other 
audio equipment is being 
channelled to countries such 
as the Czech Republic, 
partly because of lower 
labour costs. 

However, the UK is in a 
good position to capitalise 
on its strengths in research 
and development by acting 
as the base for new ventures 
in high-valne... TVs that 
double as home entertain- 
ment systems and links to 
the internet 

The association also indi- 
cated it would be happier to 
see Britain decide on early 
entry into economic and 
monetary union. “The inde- 
cision over Emu [causes] 
concern," according to the 
association, although it 
recognises that the decision 
is fraught with political and 
economic difficulties. 

Britain last year had a 
trade surplus on TV sets of 
about £500m, a turnaround 
since the 1970s and 1980s 
when the industry was 
mainly UK-owned- 


UK NEWS DIGEST 


IRA splinter 
groups warned 

John Hume, leader of Northern Ireland's Social 
Democratic and Labour party, warned splinter groups 
from the Irish Republican Army that a proposed referen- 
dum endorsing a peace settlement would “remove any 
justification of any description for traditional republican 
violence”. 

His comments came as four people were injured in a 
parcel bomb explosion in the central sorting office in Bel- 
fast, Northern Ireland’s principal city, highlighting the 
continuing dangers that as the settlement date 
approaches, extremists on both sides will seek to prevent 
a deal. 

In spite of the recent violence. Mr Hume appeared confi- 
dent the talks could meet tbe May deadline, telling report- 
ers "not to underestimate the momentum” in the negotia- 
tions. Speaking after talks in Dublin with Bertie Ahem, 
the Irish prime minister, he said that Sinn Fein, political 
wing of the IRA, had no excuse not to rejoin the talks on 
schedule on March 9 following the party’s suspension 
after Northern Ireland police link ed the IRA with two 
recent Belfast murders. John Murray Broum, Dublin 

■ CHANNEL TUNNEL RAIL LINK 


Reprieve for threatened LCR 

The government has granted London & Continental Rail- 
ways an Uth hour reprieve from imminent financial col- 
lapse. LCR is to be allowed to raise funds against tbe 
value of 11 Eurostar trains, tbe leases on which were pre- 
viously held in escrow by the government. The govern- 
ment has residual rights over the trains, although LCR 
h.Tg bad the use of them. 

Tbe government is understood to have approved a strat- 
egy whereby LCR could raise up to £25Gm (Wl7Amj of 
lease finance. The funds would, in effect, be guaranteed 
by the government because the leasing obligations would 
revert to it in the event of LCR going bankrupt. This 
would allow LCR to continue to operate the lossmaking 
Eurostar for several months. 

John Prescott the deputy prime minister, is expected to 
announce today that he is giving the consortium an extra 
month to come up with a rescue plan for the high speed 
Channel tunnel rail link. LCR had warned it could not 
continue to fund Eurostar beyond next month, and at the 
same time achieve a solvent liquidation, if its existing 
facilities were not increased. Charis Gresser, London 

U INCOME SUPPORT 


Mixed welcome for benefit plans 

Government plans to increase benefit payments to out-of- 
work families with children were warmly welcomed by 
Labour MPs yesterday, while attracting fierce criticism 
from tbe opposition Conservative party. The move, to be 
unveiled formally in the Budget on March 17, will com- 
pensate new claimants among single parents for tbe loss 
of an income support premium payment - worth £4.95 
($8.26) a week - which is being abolished. 

A government member said it would also help to tackle 
poverty among unemployed two-parent households. How- 
ever. Tony Blair, the prime minister, and Harriet Harman, 
the social security secretary, denied that the benefit 
change represented a reversal of a controversial policy to 
end the practice of making greater social security pay- 
ments to lone parent households than to those containing 
two parents. Robert Peston: Liam HaUigan. London 

■ LONDON MAYOR 


Boroughs set for referendum 

The referendum on a directly elected mayor and assembly 
for London on May 7 will be counted on a borough by bor- 
ough basis, Nick Raynsford, minister for London, 
announced yesterday. 

He said that allowing separate declarations for each of 
the 32 boroughs and the City of London was the most 
open way of conducting the exercise. 

The counting process will be similar to those in the 
Scottish and Welsh devolution referendums. Ministers 
have not yet decided whether the election for mayor of 
London in 1999 or 2000 will be declared on a similar basis. 

Mr Raynsford was launching a campaign designed to 
raise Londoners' awareness of the referendum when they 
will be asked, in a single question, whether they support 
proposals for a mayor and assembly who will together 
form the Greater London Authority. Final details of the 
plans will be outlined by March 23. Alan Pike, London 
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IONIAN® FINANCE 


EXTENSION OF DEATOJNE 

Tbe deadline for the submission of binding offers for 
the acquisition of shares in ELEUS1S BAUXITE 
MINES - MINING, INDUSTRIAL AND SHIPPING 
S.A.. as published on 23.12.1997 in the Invitation 
for binding offers, is hereby extended to Friday, 
27th March 1998 up to 13:00 hrs. following requests 
from prospective buyers for further information. 

Sealed, binding offers should be submitted at the 
office of notary public Mrs. Myrsini Diadald and will 
be unsealed on the same day (27.3.97) at 14:00 hrs. 

In all other respects, the special terms and provisions 
of the above-mentioned Invitation continue to apply. 
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R.C. Luxembourg No. B. 31442 

Notice of Heating 

Shantaldcn d Ficnnm L Sov. ere toby mvned to mend the Annual Gen er a] Mseun& 
'AuibwiUbeMiBsEn^iihonMasdt lo. 1998 ts 1030 un.u tilt itemed office. 
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Tot *132 438873 57 
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TECHNOLOGY 


John Griffiths on a breakthrough that could take the pain out of punctures 

All change 


C ar designers and engi- 
neers the world over 
would love to be able to 
eliminate the spare 
wheel. It adds weight and takes 
space that could be used much 
more creatively. To date, how- 
ever. skinny “space-saver" tem- 
porary wheels and “run-flat" 
tyres - the only solutions to 
punctures - have been beset by 
problems. 

“Space-saver" wheels, which 
can run at only low speeds and 
for short distances until the 
punctured wheel can be mended, 
are loathed by their users; “run- 
flat” tyres - also requiring early 
repairs and low-speed running - 
have been mainly shunned by 
carmakers because they needed 
special wheel rims to run on. 

Nevertheless, technology being 
introduced by Goodyear of the 
US could eliminate the spare 
wheel from 75 per cent of all 
vehicles, with no real detriment 
to car user or maker. 

The breakthrough, says Bill 
Sharp, who is in charge of Good- 
year's research and development, 
lies with a new steel material 
developed by the company which, 
he maintains, changes the rules 
for tyre design and performance. 

The steel is 40 per cent stron- 
ger than the conventional wire 
used in the steel belts of vehicle 
tyres. Very thin and light, for the 
first time it will replace the poly- 
ester cords currently used in the 
body and sidewalls of the tyres, 
as well as perform steel's 
traditional function of 


for tyres 



Wired tyres; a Goodyear engineer displays the ultra- tensile steel that strengthens the new ‘un-flat 1 tyre 


reinforcing the tread itself. 

Goodyear says the strength of 
the material means that “run- 
flat” tyres using the technology, 
to be introduced shortly, can be 
mounted on ordinary wheel rims 
and driven on at near-normal 
speeds after a puncture until it is 
convenient to repair the tyre. 


The use of the ultra- tensile steel, 
as a woven mesh throughout the 
tyre carcass, prevents deforma- 
tion to such an extent “that most 
drivers would not even realise 
they had picked up a puncture", 
says Mr Sharp. 

That leads to the one commer- 
cial disadvantage of the tyres: a 


perceived need for a dashboard- 
mounted tyre pressure warning 
system. That currently costs up 
to $300 (£190). but this could be 
slashed in volume production. 
Goodyear mainrainB , and would 
become negligible when fitted as 
original equipment by vehicle 
makers. 


The tyres themselves win ini- 
tially cost about 10 per cent more 
than existing products, but the 
premium is expected to narrow. 

Goodyear engineers had to find 
new ways to process steel in 
arriving at the ultra-tensile mate- 
rial. “We began with a wire draw- 
ing process that produced fila- 
ments seven-thousands of an 
inch in diameter - about twice 
that of a human hair.” says Mr 
Sharp. This stage requires what 
Goodyear will describe only as 
“unique steel chemistry". Six fila- 
ments are wound together to 
make up an individual cord. Such 
is its strength that “you can lift a 
medium-sized passenger car with 
about 30 cords”, be adds. 

Goodyear intends to use the 
material throughout much of its 
tyre ranges, not just the extended 
mobility tyre that is already 
being sold in North America and 
which has allowed General 
Motors to dispense with a spare 
wheel on its Corvette sports car 
as a portent of things to 
coma 

Even with conventional tyres 
the ultra-tensile material is 
claimed to give much improved 
handling because of the extra 
stiffness it imparts to the carcass. 
The stiffness is also claimed to 
increase tread life by 30 per cent. 

Not least, says Goodyear, the 
extra strength will allow the con- 
struction of tyres with only a sin- 
gle ply. not the two-ply of a con- 
ventional tyre, thus saving 
weight and simplifying manufac- 
ture. 


O ver the past few years, 
scientists have learnt a 
great deal about the 
metabolism of micro-organisms 
and how they can be manipu- 
lated through genetic engineer- 
ing to create useful products. 

The aim is to replace complex, 
multi-step chemical syn thesis, 
which can be expensive and dan- 
gerous. with simple fermenta- 
tions where the “chemical fac- 
tory" resides inside the 
micro-organism. 

A simple, biological route for 
the production of steroids, 
widely used as anti- 
inflammatories, contraceptives 
and anti-cancer drugs, is being 
developed by Hoechst Marion 
Roussel (HMR). the pharmaceuti- 
cal arm of Germany's Hoechst 
chemicals group, in collabora- 
tion with France's Centre 
National de la Recherche Scfeuti- 
fiqne and Transgene, a Stras- 
bourg biotechnology company 
As a first step to an industrial 
process the researchers have 
engineered six genes - including 


Brewing up steroids 

Scientists hope to use yeast as a ‘chemical factory’ 


one human gene, three bovine 
genes and one plant gene - into 
the common brewing yeast Sac- 
charomtjces cerevisiae to 
produce the steroid progester- 
one. 

“It's a completely new 
approach." says Denis Pompon, a 
researcher at CNRS. “This type 
of work involving massive trans- 
fer of eukaryotic [higher organ- 
ism] genes has no equivalent. 
Competitors - particularly the 
Japanese - have not succeeded." 

Success was achieved after six 
years of collaborative work 
between the three partners. The 
collaboration is continuing to 
finalise the industrial version of 
the project. This aims to build a 
single strain of the yeast and 
produce corticoid hormones from 
a simple carbon source such as 


sugar or ethanol (alcohol). 

However, farther work to 
develop this from a laboratory- 
scale process could take another 
five years. 

According to Roberto SpagnoB, 
head of HMR's biotechnology 
department, it is unusual for a 
pharmaceutical company to be 
involved in such a long-term 
project “Time will tell whether 
the industrial targets will be 
achieved," he says. “But all the 
milestones have so far been suc- 
cessfully cleared." 

The research is a milestone 
both in terms of improving 
industrial competitiveness and 
in the development of biotech- 
nology processes for a range of 
medicines, be adds. 

There were a number of rea- 
sons why yeast was used. Sac- 


charomyces cerevisiae has a long 
history in bread making, brew- 
ing and wine making. The yeast 
genome or genetic “map” was 
fully sequenced as part of a 
European project more than two 
years ago. 

In addition a eukaryotic organ- 
ism had to be used. Prokaryotic 
or lower-life organisms such as 
bacteria lacked some of the nec- 
essary cellular equipment to do ■ 
the job. Yeast also produces 
sterols as part of its normal 
metabolism and these are 
chemical precursors of 
steroids. 

Cortisol, a hormone produced 
by the adreual glands to main- 
tain blood sugar levels and help 
the body cope with physical 
stress, will probably be the first 
steroid to be produced 



New use yeast celts 

commercially . by this 
method. Although the parties 
involved are not revealing 
details, this could entail the 
transfer and modification of at 
least 11 genes - if not more. 

William Macdonald 


Worth Watching • Vanessa Houlder 



faster than electronic systems. 

Georgia Institute of 
Technology:. US. 404t&i698& 
Mtp:tlu>uxr.gtrLgalbcJi.eduf 
rco.hxml 


Vaccinations that 
won’t hurt a bit 

A- needle-free vaccination 
technique for diphtheria and 
totaling is being developed by 
researchers in the US. 

Normally, the tetanus and ' 
diphtheria “toxoids” - treated 
toxins that are harmless but 
able to stimulate an immune 
response — have no effect if 
they are applied to the surface . 
of the skin. But they were able 
to stimulate an immune 
response when they were 
applied to the skin along with 
cholera toxin, which is known . 
to enhance the immune ’ 
response to vaccine compounds 
in oral and nasal. vaccines. 

Ultimately, this could lead to 
the development of simple and 
safe needle- free vaccines, the' 
researchers say. 

The project by the Walter - 
Reed Anny Institute of . ; 
Research in Washington was 
reported in today’s Nature. 

Waller Reed Army Institute of 
Research: US, tel 20273200^ fax 
2O2782072L , \ ’ - 


Dictate and fax 
from your mobile 

Speech recognition technology 
r opM soon be offered to users 
of mobile telephones to send 
e-mails, foxes and other 
documents. 

Cellnet, which has formed a 
partnership with- Speech - 
Machines, a UK-based speech 
recognition company, is testing 
the concept of an automated 
mobile dictation’ system. If its 
trial is successful; the system 
-will become more widely 

available. 

Hie system asks the customer 
- to dial a dedicated number and 
follow a series Of voice prompts 
in order to record the message. 
Hie message is then 
aut omatically transcribed and 
tout to ah e-mail or fax address 
within three hours. 

Cellnet: tel (0)1 753565656; 
e-mail, elmassey@cellnet.coMk 


Messages hidden 
in electronic chaos 

Research by the Georgia'’ 7 
Institute of Technology has 
opened up the possibility of . 
hiding private messagesin the' . 
noisy urai chaotic signals - 
transmitted across optical fibre . 
networks. ' . ' •: 

The encoded message would . 
be invisible to somebody who 
intercepted it- unlike an 
ordinary digital d gnai in which ' 
a message could be seen 

immediately.' . , ■. t'- 
other researchers have 
already used chaos to mask .' 
information in electronic and 
opto-electronic systems, butthe 
Georgia Tech work fe foe first , 
use of chaos to c a rry messages. . - 
in all all-optical system. The; . 
advantage of the optical system ' 
is that it is as much as 100 -fold ‘ 


Laser probes 
aid eye surgery 

A technique originally devised 
to test aeroplane turbines is 
befog adapted to help surgeons 
perform s particularly intricate 
' type of eye operation. 

• Hie technique was developed 
by tlm Uhivejrsity of Warwick's 
engineering department to 

.measure supersonic flows on 

aeroengine turbines using very 
small laser-based probes. 

- These probes could be used to 
srmpliiy the task faced by eye 
surgeons performing . 
“vitreo-retinal” surgery. 
“Normally, this involves making 
'four separate incisions into tbe 
’ eye to insert four probes to 
monitor conditions within tbe 
eye.: • .. 

• Hie Warwick researchers, in 
partnership with Sterimedex, a 
Redditcb-based ophthalmic 
company, say that using the 
laser probes win halve the 
nnlnber of probes required in 
the operation. In addition, the 
fine size of the probes mean 
that they can be inserted and 
extracted with large Incisions, 
leaving Just a tiny self-healing 
entry hole. . 

- University of Wdrunc/c UK. tel 
(0)1203523131; . 
pbc@snoWMXxrunck.ac.uk 
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ARTS 


CinemaZ-Niget Andrews 



AMISTAD . 

Steven Spielberg 

THE EDGE ' 

Lee Tamabori 

DESPERATE ~ 
MEASURES 
Barbet Schroeder . 

LAMAMAN et la 
PUTAJN 
Jean Eustache 

"the -UGLY 

Scott Reynolds 

A mistad is Steven 

Spielberg's first 
costume film and' 
we must pray 
that it is his last. 
Long, wide and almost stu- 
pe fyingly earnest, it is epic 
in ambition and them ** the 
truth-based tale of 53 African 
slaves who fought for free- 
dom and repatriation, circa 
1839, after escaping from a 
Spanish ship only to lanfl in 
American courts. 

So much is wrong with the 
film that criticism is reduced 
to a wringing of bands. Why 
is the story so poorly focused 
that it a good half-hour 
before we know . - never 
mind care - which of numer- 
ous foreground characters is 
identified with which precise 
viewpoint? Morgan Freeman. 
Matthew McConaughey, 
Nigel Hawthorne and Stefian 
Skarsgard swim through the 
grainy, gilded ether of Jan- 
usz Kaminski's photography, 
opening their guppy mouths 
to elocute the programmatic 
dialogue. And Anthony Hop- 
kins as anti-slave ex-presi- 
dent John Quincy Adams 
nips in to steal or scene or 
two, which in this movie is 
like burgling a house with 
its doors and windows open. 

The slaves themselves, 
whose treatment as 
“objects" is one of Spielberg, 
and scenarist David Fran- 
zonl's chief historical -critical 


targets, are never treated as 
anything el .y by the movie, 
whose often resplendent 
imagery , only enhances the 

problem, .. 

As filmmaking alone, the 
opening scene is powerful 
■ Alternate' storm-strobed 
close-ups - almost Jurassic 
in theh feral intensity ^ of a 
dark drippy human profile, 
and a giant" nail being' 
gouged from timber inaugu- 
rate, the shipboard revolt.. 
This in turn becomeis a fierce- 
ballet of black bodies, sleek, 
huge and Olympic; putting a 
literal and ritualistic sword 
into white tyranny. Falling 
rain silvers Hfee a benedic- 
tion the body of numberbne 
rebel (Djunon Hounsu), who 
rears up in a low-angle 
image as inhumanly reifying 
as a Stalinist sculpture. 

- . The blacks never, recover. 
They are remote, choral, 

- noble throughout, with 

- music and costumes . to 
match. The white smocks 7 
they wear in court suggest a 
Mormon tabernacle, choir 
born before its time.. And 
though interpreters! are 
thrown at their apparently 
scarce-penetrable language, 
we never 'feel Spielberg 
wants them to talk: They are 
better as mute . icons, given 
barely a minute of backstory 
In a flashback to. tribal life. 
A mother smiles; 1 a little 
child waves at the camera: 
and wicked slavers throw 
their nets, though the slave- 
catchers to the film’s credit 
are also shown to be black. 

. Yesterday's freedom fights 
must be celebrated in cin- 
ema,. of course, “lest we for- 
get." And Schindler’s List 
showed that with the right 
fight Spielberg could make 
yesterday seem as graphic as 
today. But the creator of 
Jaws, Jurassic Park and ET 
was and is a Jew: Schindler's 
Lis? was, in- a bizarre but 
real sense, a home movie. By 
contrast, .why should we 
believe the filmmaker cares 
deeply abom a I50-year-old 
abolition movement? I am all 
for the abolition of slavery. 
But it -should -be. about 




Number one rebel, QjSmon Hounsu, in Steven Spielberg's truth-based tale, 'Amistad' 


today's slavery, not, or not 
only, yesterday's. We should 
start by unshackling great 
directors, of whom Spielberg 
is one, from the obligation to 
justify .themselves before a 
vast amorphous, sickly con- 
sensus liberalism. Great art 
comes from true, piercing, 
individual visions, not from 
mouthing manifestoes. Just 
as Herman Melville is 
remembered for Moby Dick 
not the shapeless moral 
fables of later years, one 
Jaws is worth a hundred 
Andstads. 

“We got a problem with 
bears around here," under- 
states someone in The Edge, 
a daft and lively action 
drama written in a moment 
of creative bemusement by 
David Mamet; Millionaire 
businessman Anthony Hop- 
kins (again! and fashion pho- 
tographer Alec Baldwin get 


lost in the Alaskan wilder- 
ness when their sea-plane 
crashes during an awayday 
from the lakeside log-cabin- 
c urn-hotel where Hopkins's 
model wife (Elle MacPher- 
son) has been draping her- 
self over mooring posts. 

Once lost, they wait ner- 
vously for those “Kodiak 
moments" when something 
large and hairy stomps from 
the overgrowth. They have a 
secret weapon, though: a 
giant Mamet irony. Baldwin 
may be the photographer but 
Hopkins has the photo- 
graphic memory. Sir 
Anthony has retained every 
word of the book he was 
reading before the crash, 
which thank goodness was a 
manual called “Lost In The 
Wild" and not the latest 
John Grisham thriller. 

So the two men can make 
a compass, improvise fishing 
lines, prepare bear traps and 


deliver - without bleaching 
- dialogue about comrade- 
ship transcending sexual 
rivalry. (Baldwin, we learn, 
may have been banky-pan- 
kying with McPherson). 

The film is so old-fash- 
ioned that it could have been 
made 40 years ago. We get a 
gauche blend of convincing 
location work and obtrusive 
moral scaffolding, though 
Hopkins and Baldwin clam- 
ber nimbly around both and 
the gleaming visuals are a 
credit to two Antipodeans: 
director Lee Tamahori < Once 
Were Warriors) and camera- 
man. Donald Me Alpine. 

In Desperate Measures, we 
have Andy Garcia as the 
father of a leukemia-dying 
boy, chasing all over San 
Francisco Memorial Hospital 
after intended bone-marrow 
donor Michael Keaton. Gar- 
da should have known bet- 
ter than to believe Keaton’s 


word. As a serial- killin g con- 
vict on short -leash parole, 
the latter naturally prefers 
looking for the hospital's 
exit door to having nurses 
tap into his osso buco. This 
nonsense is briskly written 
by David Klass and even 
more briskly directed by 
Barbet Schroeder. who by 
now qualifies to enter some 
all-time Down-Market Sla- 
lom Event. A former art 
movie producer for Rohmer, 
Rkvette and Fassbinder, he 
has since sped to such 
cheers' Hollywood depths as 
Single While Female, Kiss Of 
Death, and this. 

As if in tribute to Schr or- 
der's career, the week’s 
other two offerings are a 
marathon French film of the 
1970s and a barrel-scraping 
murder thriller from Austra- 
lia. La Maman Et La Putain. 
Jean Eustache's three-hour 
boulevard tragedy, has 


become a modem classic. It 
is almost indescribable: you 
have to be there in 
black-and-white Paris as 
Jean- Pierre Leaud (student, 
layabout and motormouth), 
Bernadette La font (older 
mistress) and Francoise 
Lebrun (young girlfriend) 
gab. emotionally gore each 
other, then go to bed to gab 
and gore some more. If you 
imagine Breathless crossed 
with Who's Afraid Of Vir- 
ginia Woolf?, you may have 
some idea of its power. 

In The Ugly the week’s 
second serial killer (Paolo 
Rotoudo) confronts the 
week's umpteenth do-gooder 
(psychologist Rebecca 
Hobbs) as nightmares and 
murders break out around 
them. This is Z-movie mate- 
rial, but directed with sev- 
eral twitches of ingenuity by 
first-time filmmaker Scott 
Reynolds. 



'ill the EngEdh ever 
f— learorhow to'-cFo Offen- 
bach? . You’d • have ;.: 
thought ' the operatic 
dimensions, of The Tales of Hoff - . 
marm would have been right up. 
English National Opera's street r 
but Graham Vick's 'new production, 
unveiled at the Coliseum on Tues- 
day,. proves_as cack-handed as any..; 
French operetta this side of the 
Channel. It is top. long; it lacks ’ 
visual fantasy, and its few 'attempts 
at frivolity are at the sitcom variety • 
- neither force nor romantic Irony. 
With the honourable exception of 
Julian Gavin's Hoffmann, there is 
little sense of vocal style, and; only' 
Paul Daniel's powerful conducting" 
saves the show from felling .flat. ; 

In scattering Offenbach's, inahu-. 
script on the floor And picking pages' 
up according to their own -fancy, • 
Vick and Daniel have eridently had . 
a lot.of fun.- at qnr expense. They. - 
base their version on Bflcbael-Kaye^s - 
I0-year-old edition, ^reclaiming. most . 
of the materi at ? 

premiere, opening up traditional 
cuts and using only music written . 
by Offenbach for Hoffmann. There 
are strong mustcological aigornmts 
for all of this - but no theatrical 
ones'. The restored sections may 


Opera/Andrew Clark 

- minus the magic 



heighten the Initial sense of confron- 
tation between Hoffmann and Lin- 
dort but they turn the Prologue into 
a .meandei^'.4dminute -act. Their 
musical quality is very much Offen- 
bach in operetta vein - which Vick 
and' Daniel choose to inflate into 
five-act grand operatic proportions. 

convincing sense of style 
. might have, vindicated their 
judgment. Vick, however, 
makes heavy weather of it 
He and his designers, Tobias Hohel- 
sel and WoUjgang GObbel, take a cyn- 
ical view df the piece, as if hell-bent 
cm' depriving it of magic. The perfor- 
mance unfolds on a stage- within-a- 
stage, framed by an arena which 
doubles as 1 bar and brotheL The fur- 
nishings and frilly knickers are 
French Second Empire, but the late 
John Wells's translation is laden 
with English colloquialisms. Olym- 
pia is an alTtoo-lifelike ballet dancer; 
AptcmiaTS' upstaged by topless Blu- 
memnddehen and a mother who acts 
the classical tragedienne; the vamp- 


ish Giulietta reclines on a gondola- 
bed and dies of poison. There is not 
a single coup de th&itre all evening. 
The only Conclusion to be drawn is 
that Vide has run out of ideas. 

The decision to cast one singer in 
all four soprano parts has strong 
dramaturgical arguments in its 
favour - if you have the right 
soprano. Rosa Mantuan was never 
the warmest or most versatile of 
stage pers o nalities, and it is proba- 
bly best to gloss over her alarming 
vocal condition, in the hope that she 
will seek help immediately. Susan 
parry makes a disappointingly sex- 
less Nicklausse, while Andrew 
Forbes-Lane’s Frantz could have 
drifted in from Gilbert and Sullivan. 

John Tomlinson, by contrast, is in 
excellent shape for his role-debuts as 
Hoffmann's four adversaries. His 
Lindorf resembles Wotan era route to. 
Dfibelheim, his Cop pell us sounds like 
Bonnie Barker playing AI bench. 
Tomlinson spits out the words with 
relish, and really comes into his own 
as a Mephistophelian Dr Miracle, for 


whom Sean Walsh has devised some 
suitably devilish choreography. 
Gavin's sword-fight with Schlemil is 
equally convincing, in no small part 
due to the tenor’s acting. Gavin 
encompasses the hero’s youthful 
abandon, his dreamy temperament, 
his dissolute charm - and his poetic 
ardour. This is a supremely musical 
performance: the vocal phrases sim- 
ply melt at the approach of Gavin's 
sweet and supple timbre. He is a 
godsend to the French tenor reper- 
tory - so let’s have his Des Grieux. 

Daniel leaves us in no doubt about 
the work's dramatic shape: he 
invests the Olympia act with gay 
rumbustiousness and builds an 
impressive head of steam in the 
Antonia act, so that the music's Bee- 
thovenian overtones receive their 
full due. The trios are particularly 
fine; overall a greater sense or 
instrumental sparkle would be wel- 
come. Ultimately, however. I doubt 
whether anything in the music could 
have made this production credibly 
Offenbachian or Hoffinannesque. 



Concert 

Mayday 
strikes a 
chord 


T 


he London 
Symphony and 
Mstislav 
Rostropovich - 


Rosa Mannioru plays all four soprano parts au»v *** 


usually as conductor, 
sometimes as solo cello - 
are underway with their 
grand Shostakovich festival. 
All 15 symphonies and most 
of his concert), with some of 
the chamber music 
alongside; the festival 
breaks off in early March 
with the 7th Symphony and 
a chamber concert, and 
resumes in October with the 
later music. 

The Barbican Hall was all 
but sold out on Sunday for 
tbe Third Symphony (the 
“Mayday") and two suites of 
forgotten film- and 
ballet-music. That was some 
kind of feat. Shostakovich's 
Third, the “Mayday", is 
rarely performed, and has 
the reputation of being a 
musical Soviet poster in 
musical poster-colours. The 
suite from his 1930 ballet 
The Golden Age. an ironical 
piece in which a Soviet 
football team abroad 
encounters decadent 
capitalists, vicious fascists 
and progressive workers, 
used to be played for the 
sake of its catchy, sarcastic 
Polka - but not for a long 
time now. 

As for the “suite" from his 
score for Kozintsev's 1929 
film New Babylon, tbe music 
amounts to no more than 
arbitrary slices from the 
film-score, itself a ragbag of 
bits and pieces. Perhaps it is 
very effective with tbe seen 
film, and no donbt 
fascinating for Shostakovich 
specialists; but really not 
worth playing by itself in a 
public concert At the last 
moment the LSD decided to 
delete two of the six 
movements: not enough.' 

After its long-delayed, 
long-awaited end 
Rostropovich insisted upon 
having all his LSO soloists, 
who certainly did their best 
take individual bows. He 
might better have 
apologised for exhibiting 
them in such thin, tacky 
stuff. The “Paris” and 
“Versailles" segments 
offered nothing wittier than 
juxtaposing the famous 
Cao-C-an repeatedly against 
the Marseillaise and “The 
Two Grenadiers”, and the 
rest was worse. 

R ostropovich offered 
substantial 
amends, however, 
by making us bear 
that the “Mayday" 

Symphony is considerably 
more than poster-painting. 
Not much of a “symphony”; 
but an honestly imaginative 
attempt by Shostakovich to 
capture a sense of excited 
holiday crowds, tough but 
inspiring speeches, gritty 
popular response. 

Fa miliar expressive tropes 
from his later music get 
their first trials here, 
though as yet uncertainly 
shaped and ordered. This 
Third Symphony was not 
after all a mere cynical 
exercise. Shostakovich 
began to find his own 
wracked idiom here, beyond 
the conservatoire-elegance 
and the brash “sarcasms" of 
bis precocious years. 

David Murray 


Miliar. Rugg^^Rbimoncfi sings 
the title role; Tebr27; Mar 2 


■ BOLOGNA 

OPERA ' 

Teatfo Comunale 

Tel: 39-61-529 999 
. www.nottuno.it/bo/ . 
teatmcomunala ... 

(I Campiello: by Wotf-Ferrari. New 
production conducted by Bruno 
Bartoletti In a staging by Narmi 
-Garetla. with designs by Antonio 
Florentine; Feb 26, 28; Mar 1, 3 

■ BRUSSELS 

OPERA 
La Connate 

■Tel: 32-2-229 1211 
Duke Bluebeard's Castle: new’ 
production of BartOk's.one^act 
opera, conducted by. Lothar . . 
Zagrosefc. Staging by Anne 
Teresa de Keersrnaeker, who is 
also choreographs' of Quatuor. 
Nr. 4, which completes the -, 
programme; Feb 26., 27, 28; Mar 
1, 3 ' . ; . . 

■ CHICAGO . 

CONCERTS 

Orchestra Haft 

Jet; r-372-294-3000- . . • - . 

www.chicagosyrnphony.org 
Chicago Symphony Orchestra . 
conducted; by ZubinMehta in 
works by Crumb and Bruckner. 
With soprano Barbara Arm 
Martin: Feb 26. 27, 28;' Mar 3 

■ EDINBURGH 

OPERA 

. Edinburgh Festival Theatre 





easr 





■ AMSTERDAM 

EXHIBITIONS 

RfjksmuseuiYi 

Tel: 31-204573 2121 
On Country Roads arid Fields: ' 
__jfng the development of Dutch 
landscape painting through the 
8th and 19th centuries; to Mar 3 

BELFAST 

OPERA 

Opera Northern Ireland, Grand 
Opera House 

'el: -44- 1232-241919 
lansel and Gnetel; by • 
lumperdinck. Conducted by. 
ibam Jackson m a staging by . 
Ian Lang, with designs by Les 
lerston; Mar 1, 3 


BERLIN 

, 'ERA 

.ttaatsoper unterdert Linden 

'el: 49-30-2035 4555 
'ww.staatsoper-beriin.org 
alstaff: by Verdi. New 
reduction conducted by Claudio 
.bbadq in a staging by. Jonathan , 


Tel: 44-737-529 6000 
Scottish Opera: Cos) fan tutte, by 
Mozart. New production by 
Stewart Laing, conducted by 
Nicholas McGegan; Feb 26 

■ LONDON 

CONCERTS 
Barbican Hall 

Tel: 44-171-638 8891 
London Symphony Orchestra: 
Mstislav Ftosiropovich conducts 
a programme of works by 
Shostakovich; Feb 26; Mar 1 

Royal Festival Hall 
Tel: 44-171-960 4242 
The Royal Opera: Andrea 
Chenier, by Giordano. Concert 
performance, conducted try 
Edward Downes. Cast Includes 
Maria Guieghina and Anthony 
. Michaels-Moore; Feb 27 

OPERA 

English National Opera, 

London Coliseum 
Tel: 44-171-632 8300 

• The Elixir of Love: by 
Donizetti. New production, 
directed by Jude Kelly and 
designed by Robert Jones.- The 
conductor is Michael Lloyd; 

Feb 27 

• The Tales of Hoffman: by 
Offenbach. New production by 
Graham Vick, designed by 
Tobias Hohelsel and conducted 
by Paul. DanteVWiHlam Lacey. 

Cast includes John Tomlinson; 
FBb 26: Mar 2 

Shaftesbury Theatre 

Teh 44-171-379 5399 

The Royal Opera: Glulio Cesare, 

by Handel. Production by 


Lindsay Posner conducted by 
Ivor Bolton, with designs by 
Joanna Parker. Cast Includes 
Amanda Roocroft and Ann 
Murray-. Feb 26, 28 

■ LOS ANGELES 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion 

Teh 1-213-972 8001 
www.laopera.org 
The Magic Flute: by Mozart. 
Revival conducted by Julius 
Rude! in a staging by Sir Peter 
Hall; Feb 26; Mar 1 

■ MANCHESTER 

CONCERTS 
Bridgewater Hall 

Tel: 44-161-907 9000 
BBC Philharmonic: conducted by 
Sir Charles Mackerras in an 
all-JandCek programme including 
his Glagolitic Mass; Feb 23 

■ MUNICH 
CONCERTS 
Philharmonic Gasteig 
Tel: 49-89-5481 8181 

• Berlin Symphony Orchestra: 
conducted by Michael 
Schonwandt In works by 
Tchaikovsky and Berfioz. With 
piano soloist Oleg Mai sen berg; 
Feb 27 

• Royal Philharmonic Orchestra: 
conducted by Danieie Gatti in 
works by Paganini and Mahler. 
With violin soloist Shlomo MIntz; 
Feb 28 

OPERA 

Bayerische Staatsoper 


Tel: 49-89-2185 1920 
The Midsummer Marriage: by 
Michael Tippett. Munich 
premiere. Mark Elder conducts a 
production staged by Richard 
Jones, with a cast including 
Alison Hagley and Philip 
Langridge; Feb 28; Mar 3 

■ NEW YORK 

CONCERTS 
Carnegie Half 

Tel: 1-212-247 
www. camegiehall. org 
Vienna Philharmonic Orchestra: 
conducted by Riccardo Muti in 
an all-Mozart programme, 
including the overture to Le 
nozze di Figaro: Feb 27 

EXHIBITIONS 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
www.mebnuseum.org 
Augustin Pajou. Royal Sculptor 
first retrospective devoted to 
works by the French sculptor 
(1 730-1809), who was a favourite 
of Louis XV and Louis XVI. 
Includes marble statues, portrait 
busts, terracotta sketch-models, 
and drawings including designs 
for the opera at Versailles; from 
today until May 24 

Museum of Modem Art 
Tel: 1-212-708 9480 
www.moma.org 

Chuck Close: retrospective of the 
American painter, comprising 90 
works and ranging across his 
career; from today until May 26 

OPERA 

Metropolitan Opera, Lincoln 

Center 


Tel: 1-212-362 6000 
www. metopera. org 
Samson et Dalila- by 
Saint-SaSns. New production by 
Elijah Moshinsky. with designs by 
Richard Hudson; Feb 28 

■ PARIS 

CONCERTS 
Salle Pieyel 
Tel: 33-1-4561 6589 
Orchestre de Paris: conducted 
by Leif Segerstam in works by 
Segerstam and Sibelius. With 
violin soloist Gidon Kremer; 

Feb 26 

OPERA 

OpOra National de Paris, OpOra 
Bastille 

Tel: 33-1-4473 1300 
Tristan und Isolde: by Wagner. 
New production conducted by 
James ConJon in a staging by 
Stein Winge, with designs by 
Lennart M5rk. Cast includes 
Wolfgang Schmidt and Sabine 
Hass; Feb 27; Mar 3 

■ ROME 

OPERA 

Teatro dell’ Opera 
Tel: 39-6-481601 
www.ihemix.it 

La Favorite: by Donizetti. New 
production by Beni Montresor, 
conducted by Frederic Chaslin; 
Feb 26, 28; Mar 1 

■ SAN 
FRANCISCO 

CONCERTS 

Davies Symphony Hall 


Tel: 1-415-864 6000 
www. sfsymphony. org 

• San Francisco Symphony 
Orchestra: conducted by Michael 
Tilson Thomas in Stravinsky's 
The Firebird. Programme also 
includes works by Takemftsu and 
Copland's Clarinet Concerto, 
with soloist Richard Stottzman; 
Feb 26. 27. 28 

• BBC Symphony Orchestra: 
conducted by Andrew Davis in 
works by Turn age. Ravel, 
Debussy and Stravinsky. With 
piano soloist Jean- Yves 
Thibaudet Mar 1 

■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0630: Moneyline with Lou Dobbs 
1330: Business Asia 
19.30: World Business Today 
22.00: World Business Today 
Update 

4) Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09:20; 
10:20; 11 ‘20; 11:32; 12:20; 13:20; 
14:20. 

At 08:20 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens. 
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Y ou may not have 
noticed it. but the 
race is on. It is the 
last great market- 
ing' challenge of the cen- 
tury: creating a global 
brand for retail financial 
services. 

The complexities of the 

task were illustrated by an 
announcement last week. 
Morgan Stanley Dean Wit- 
ter Discover decided to lop 

off the last word of Its 
name. From now on. its 
businesses will all be known 
as Morgan Stanley Dean 
Witter, subsuming mutual 
fund brands such as Van 
Kampen and Intercapital. 
But at the same time, the 
company plans to launch 
Discover as a global credit 
card to build on its role in 
the US market. In other 
words, it will have a global 
name for the company and 
its investment products, 
and a different global name 
for its credit card. 

That may seem messy, 
but at least the company is 
trying. Most other financial 
services businesses still 
tackle branding on a coun- 
try by country basis. 

In fact, the number of 
actual and potential global 
brands in retail financial 
services can be counted on 
the fingers of one hand. 
Two are grounded in the 
US: American Express and 
Citibank. One is European: 
Axa, the acquisitive French 
insurance company. The 
other two are internation- 
ally based: Visa and Master- 
Charge. These credit card 
brands are genuinely global. 
But in practice they reflect 
global collaboration 
between banks, rather than 
true proprietary brands, and 
their business impact is con- 
sequently muffled. By the 
standards or other great 
brands - Coca-Cola. Shell. 
Sony - the global credit 
card marques lack profit- 
generating potential. 

That leaves American 
Express. Axa and Citibank. 
Notice that these three 
brands come horn different 
routes. American Express is 


Peter Martin 

What's in a name? 

Only a few companies so far have risen to the challenge 
of becoming global brands in retail financial services 


still dominated by its ori- 
gins as a payment mecha- 
nism. Axa is a fund man- 
ager and insurer. .Mid 
though Citibank has 
broader origins - as a com- 
mercial bank It handles 
everything from multi- 
billion syndicated loans to 
retirement products for 
Americans and transaction 
accounts around the world 
- its ambitions are as sim- 
ple as they are grandiose. 
Citibank executives talk of 
having lbn customers 
worldwide by the second 
decade or the next century. 
They cite as their role mod- 
els not other banks but 
global consumer goods com- 
panies such as Gillette. 

The different roots from 
which these three spring 
illustrate the broad-based 
nature of the. competition 
for global retail financial 
services hegemony. If any- 
one can join in. it is sur- 
prising that there are not 
more entrants. 

Partly, this is explained 
by the fact that financial 
institutions have concen- 
trated their globalisation 
efforts on wholesale and 
professional markets, not 
retail ones. This is under- 
standable - in such markets 
national boundaries have 
already disappeared. 


Retail financial services 
do not yet form a single 
market Regulations, buying 
habits and distribution pat- 
terns vary from country to 
country. Even when retail 
investors buy overseas 
assets, they mostly do so 
through domestic stock- 
brokers or fund managers, 
who handle the crossing of 
borders on their behalf. 

These barriers are as 
much in customers' heads 
as in law or regulation. The 
European Union has created 
the legal right for institu- 
tions based in one country 
to sell to customers in 
another on the same basis 
as local rivals. But in prac- 
tice few companies have 
been able to make much use 
of this right: the barriers of 
familiarity are too great 

The shortage of global 
brands in retail financial 
services is both a reflection 
of this state of affairs and 
an indication that it is 
likely to persist Without 
global brands, and a sense 
among consumers that they 
are participating in a mar- 
ket that is more than purely 
national, buying habits will 
remain segmented by coun- 
try. Yet until such barriers 
erode, it will be hard to cre- 
ate global financial brands 
that really mean anything. 


The three pioneers are 
attempting to cut through 
this negative circle. It Is a 
project fraught with risks. 
Though the ultimate objec- 
tive is clear - to put a com- 
mon set of branded finan- 
cial products within every 
affluent consumer's grasp 
around the world - It is 
unclear whether this is 
really a recipe for competi- 
tive advantage. 

Still, the undertaking is a 
bold one, with much to 
admire. It is certainly more 
imaginative than me-too 
attempts to create cross- 
border institutions in whole- 
sale markets. 

Others will doubtless fol- 
low the pioneers. The imper- 
ative that has driven recent 
US mergers in financial ser- 
vices - to link wholesale 
market origination skill* 
with the broadest possible 
retail distribution - makes 
global expansion an obvious 
next step. 

All those seeking to emu- 
late the worldwide reach of 
the consumer branded 
goods companies, such as 
Coca-Cola, should remember 
tha t operating under a sin- 
gle name is only part of the 
story. Much more important 
Is delivering a common 
experience to customers all 
round the world.* one that 
inspires trust and affection. 

In retail financial ser- 
vices. only American 
Express has had that length 
of history in delivering a 
global branded experience. 
But as companies as differ- 
ent as Toys R Us. 
McDonald's and Ikea have 
shown, it is possible to build 
global service brands rela- 
tively quickly if the com- 
pany is committed to the 
task, and has a simple story 
to tell. In retail financial 
services, devising such a 
simple, compelling proposi- 
tion and delivering it 
around the world is the cen- 
tury's last great marketing 
challenge. Before the first 
decade of the new millen- 
nium is passed, we shall 
know which finan cial insti- 
tutions have risen to it 
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Blair yet to display leadership as 
current chairman of EU Council 


ship will be known. From 
then on its members will 


From Sir Roy Daman. 

Sir, The UK is now a third 
of the way through its latest 
presidency of the Council of 
Ministers of the European - 
Union. In Brussels much was 
expected from the new 
Labour government. Tony 
Blair h a d a winning smile, 
made Eoro-friendly noises 
and talked of the UK playing 
a leading role in Europe. 

So far though there is a 
gap between rhetoric and 
reality. 

At the outset of the presi- 
dency the UK prime minister 
visits Washington. He is 
given a hero’s welcome by a 
president badly in need of a 
two-legged friend. In return 
he is seen on television gaz- 
ing at the president with the 
adoration of a teenager at a 
pop star. Any idea that be Is 


chairman of the EU Council 
seems to have escaped him 
and, in promising unlimited 
support, he makes no men- 
tion of the need to consult 
his European partners. 

One result is quickly seen. 
When the secretary general 
of the United Nations goes at 
a critical moment to negoti- 
ate with Iraq, he judges it 
necessary to check with 
Europe. But he stops off not 
in London but in Paris. He 
consults President Chirac, 
goes to Baghdad in a French 
jet, flies back to Paris, 
reports to the French gov- 
ernment, and then takes 
Concorde to New 
York. 

The British role in the sin- 
gle oirrency is hardly, more 
distinguished. In two 
mnnthg the initial member- 


start consulting among 
themselves. The Belgian 
finance minister has 
suggested that the Euro 11 
sh ould make contact with 
the US and Japan. The G7 
will become the <33. The UK 
will be outside. 

If the UK really aspires to 
a “leading role in. Europe" it 
needs to replace rhetoric 
with commitment. This 
m oans learning the differ- 
ence between being an 
Ameri can ally and an Ameri- 
can satellite, and declaring 
our European colours by a 
referendum this year on 
joining a single currency. 

Roy Denman, . 

194b Avenue deTervneren, 
1150 Brussels, Belgium 


Old-established umbrella for peace 


From Mr Joe Komer. 

Sir. Your article. "Anti- 
war campaigners fail to 
attract widespread support" 
(February 21-22), referred to 
the Campaign Against Arms 
Trade as a member of the 
“so-caDed" National Peace 
CounciL 

I should like to point out 
that the National Peace 
Council is an umbrella for 
all organisations working in 
the UK for a more peaceful 
and less violent world. It has 
been fulfilling thta function 
since 1908 and includes a 


very wide range of organisa- 
tions involved In research, 
mediation and humanitarian 
projects as well as those 
involved in lobbying and 

nampaigrring 

Currently, we have some ' 
200 such organisations 
among our membership, 
inpiuriing the United Nations 
Association, the Council for 
Education in World Citizen- 
ship, the World Development 
Action Fund, plus many 
Quaker meetings: (Anglican) 
diocesan boards of social 
responsibility, and (Catholic) 


justice and peace commit- 
tees around the country. . 

Although all these dispa- 
rate organisations often . 
have their own positions on 
matters of policy, there has 
been complete unanimity 
over the stupidity and futil- 
ity of the government’s 
threat to bomb Iraq into 
submission. 

Joe Komer, 
chair. 

National Peace Council, . . 
88 Islington High Street. - 
London N1 8EG, UK • 


Alarming 
portent for 
investment 

From Mr David G. Wallace. 

Sir, There is general agree- 
ment that If one is to maxim- 
ise investment returns from 
capital invested in overseas 
markets it is important to 
understand the mind-set of 
the local investor - in partic- 
ular. what influences their 
baying and selling decisions. 

In this respect, your 
article. "Sales fever over- 
takes Thailand's Lima lov- 
ers" (February 23). perhaps 
tells ns mare than one might 
at first imagine, about the 
current troubles in the 
Pacific Basin. 

The fact that bidders at 
auctions for repossessed 
vehicles would pay in the 
region of 15 per cent more 
than the car would cost in a 
nearby used car lot is itself 
alarming. But to read that 
apparently the reason for 
this is that “once the bidding 
starts people cannot lose 
face” almost beggars belief. 

If investors really believe 
in the old mavim “if you do 
not understand the market 
then stay away from it”, 
then Thailand'stroubles In 
terms of investors pulling 
out may only just be the 
beginning: 

David G. Wallace, 
partner. 

Portfolio & Pension 
Management, 

4 Redwood Crescent, 

PiM Park Campus, 

East Kilbride G74 5PA, UK 


Concern over misuse of the Winchester Capital name 


From Mr Ceasar 
N.AnqvUlare. 

Sir. hi two recent articles 
("Con artists prey on victims 
of share scam", February 3, 
and “International tricksters 
put squeeze on the victims of 
share scheme", January 24) 
mention was made of a com- 
pany called Winchester Capi- 
tal in respect of activities In 
Portugal. I would like to 


make it dear that neither 
my company, Winchester 
Capital Corporation, nor its 
UK affiliate, Winchester Cap- 
ital, has any connection with 
the company in these 
artides. We wish, therefore, 
firmly to disassociate our- 
selves from its activities. 

Winchester Capital Corpo- 
ration was founded in 1986 
by Middleburg Management 


(formerly the investment 
company of the late US 
Ambassador Averell Ham- 
man) and myself. We are 
highly active as a boutique 
investment bank in North . 
America and Europe. Owing 
to our history as a profes- 
sional firm’ we abhor the 
conduct of those who would 
seek to misusethe good 
name of Winchester, and 


pray for their swift 
.prosecution. 

Ceasar N. AnquHlare. 

. president and chief 
executive officer, 
Winchester Capital 
Corporation, 

Ike Bishop House, 

PO Box 1629, 

■32 Elm Street, 

New Haven, CT 06506, US 
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EUROPE 


How Productive is Drug 
Consumption? 

Bf H E. FRECH III AND RICHARD D MILLER 


In an international study of health 
data, forthcoming this summer as a 
monograph from AEI Press, two econ- 
omists assess tbe factors that bane a 
significant effect on life expectancy. 
They find that wealth, diet, and pharm- 
aceutical consumption have a greater 
impact than the level of non-pharma- 
ceutical health care consumption. 

Any international comparative study 
of health care invariably uncovers the fact 
that the amount of pharmaceuticals 
people consume varies greatly from 
country to country. Even among the most 
economically advanced countries wide 
disparities exist. 

in France, for example, per capita 
consumption of pharmaceutical drugs was 
five times that of Denmark in 1990. In the 
same year, Italians consumed twice as 
many pharmaceuticals as Americans. The 
situation prompts an obvious question: 
Are patients and physicians in these 
countries acting rationally or merely 
wasting medical resources? 

Different patterns of national drug 
use have been seized upon by the popular 
press as "evidence" that many wealthy 
countries are spending too much money 
on pharmaceuticals. For instance, doctors 
in Japan, where drug consumption is 
particularly high, have been accused of 
aggressively over-prescribing. 

Surprisingly, few studies have been 
made to determine whether this scepticism 
about the value of drug consumption i- 
justified. Although there have been count- 
less studies comparing health care across 
OECD countries, most of these, driven by 
an obsession with cost containment, have 
concentrated on national budgets and 
spending patterns. These studies tell us 
much about the determinants of health 
care in a given country, but tell us far less 
about the determinants of health itself. 

In a recent study, we attempted to 
address this issue by comparing the health 
effects of pharmaceutical consumption 


across countries. We started by using the 
available data from 21 OECD countries and 
used a crude but objective measure of 
health: life expectancy at birth, at age 40. 
and at age 60. 

Wc also considered and controlled for 
other significant variables that might 
influence life expectancy. A nation's wealth, 
understandably, contributes significantly to 
longer life expectancy. Less expected was 
the fact tiia:. up to a point, richness of diet 

Pharmaceutical 
consumption — 
proved to be 
a surprisingly 
productive factor 
for life expectancy 

'measured by the consumption of animal 
fat i has a positive and more significant 
impact on longevity for those of 40 and 60 
than either smoking ur alcohol consumption. 
Contrary to much prevailing belief, our 

study tound no statistically significant 
relationship between a country's noi>- 
pharmaceutical health care consumption 
and life expectancy. Pharmaceutical con- 
sumption. on the other hand, provt-d to be a 
surprisingly productive factor tor life- 
expectancy at agv -JO and again at age 60. 

More precisely, we found that if a 
country were to double its pharmaceutical 
expenditures, life expectancy at age 40 
would increase by roughly 2 perceiu. For 
those age 60. it u-uuld increase by about 4 
percent. This means that a typicai 60 year 
old male living in a country with the 
average life expectancy could expect to see 
his remaining life expectancy rise from !£.5 
• tars to 19.2 years. For a 60 year old 
K-mase. life expectancy would expand by a 
lull year from 22.5 to 23.5 years. 

These findings hold great promise 
for the health u; citizens in countries 


•where drug consumption is relatively low. 
Countries such as France. Italy. Germany, 
and Belgium, which are already the 
biggest pharmaceutical consumers, would 
derive a fairly small marginal benefit from 
increasing their consumption levels 
further. But in countries such as Ireland 
or Turkey, where drug consumption is 
extremely low by OECD standards, life 
expectancy for middle-aged citizens could 
be improved dramatically, simply by 
in creasing tbe overall level of national 
drug consumption. 

Our study even allows us to quantify 
the effect For every additional dollar spent 
on pharmaceuticals in Turkey, for example, 
the 40 year old male would increase life 
expectancy by nearly a week. Every 
additional dollar spent in Ireland would 
increase life expectancy for a 60 year old 
female by nearly 3.5 days. 

We believe that these findings wifi 
contribute to the debate over bow OECD 
governments should allocate scarce medical 
resources. WhOe tbe traditional emphasis 
on the effects of health cure spending is 
useful, we hope our study can help guide 
policy makers to focus on the most 
important goal of all health care systems: 
longer, healthier lives. 
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Dealing with drug barons 


US corporations 
must adopt the 
tactics of banks to 
avoid the 
launderers 

SSSgfi “US corpora- 

ggKffii tions have 

• become unwit- 

ting accom- 
PU ces in the 
■*“■“***•1 international 
drug trade." That was Con- 
gressman Spencer Bachns, 
chairman of the general 
oversight and investigations 
subcomittee of the House 
hanking and financial ser- 
vices committee. 

Companies engaged in 
legitimate international com- 
merce can become prey to 
money laundering because, 
unlike banks and other 
financial institutions, they 
generally do not have effec- 
tive programmes in place to 
prevent and detect it. They 
also tend to be unfamiliar 
with the ways that criminals 
can use their products and 
services to facilitate illegal 
activity. 

Ironically, companies have 
become targets of money 
laundering organisations 
because federal prosecutions 
and regulatory initiatives 
have forced banks and other 
financial institutions to take 
steps to combat the problem. 
As a consequence, drug traf- 
fickers hare begun looking 
to other businesses as a 
means of disposing of tbe 
proceeds of US drug sales. 
An anonymous government 
informant who testified 
before the house oversight 
committee warned that, 
unless businesses pursue 
measures similar to those 
taken by the banks, they will 
continue to be targeted by 
the drug cartels. 

It is surprisingly easy for a 
company to Dan victim to a 
money laundering scheme. 
The witness described one in 
which Colombian businesses 
purchase legitimate products 
from unwitting multina- 
tional corporations with 
narcodollars. 

First, dollars from illegal 
narcotics sales in tbe US are 
collected by the drug cartels. 
Second, the cartels "sell" the 
rights to this US currency to 
black market peso brokers. 
The brokers then direct then- 
agents in the US, the 
so-called “smurfs", to deposit 
the dollars Into accounts at 
various US banks generally 


held in fictitious names and 
in amounts well below the 
$10,000 reporting threshold. 
Third, the peso brokers iden- 
tity Colombian businesses 
that need dollars to pay for 
imports from the US. offer- 
ing to provide these busi- 
nesses with tax and tariff- 
free access to US currency 
already in America in 
exchange for pesos already 
in Colombia. After receiving 
the pesos, the broker 
arranges payment or the 
narco-dollars to an unwit- 
ting US corporation on 
behalf of the Colombian 
business by. for example, 
cheques drawn on the 
“smurf" accounts or by 
direct cash payments. Once 
tbe goods are exported, the 
laundering cycle is 
complete. 

Most executives are not 
aware of their legal obliga- 
tions under the US anti- 
money laundering regime 
and. the potential liability for 
faili ng to meet these require- 
ments. There are two basic 
laws and regulations that 
businesses must be con- 
cerned about: Cash reporting 
requirements and the money 
laundering statutes: 

• Cash Reporting. All 
trades and businesses, 
whether they perform ser- 
vices or sell goods must file 
a report with the Internal 
Revenue Service (IRS) if 
they receive cash of more 
than $10,000 in a single 
transaction or a related 
series of transactions over a 
rolling 12-month period. 

Stiff penalties can be 
imposed on companies that. 
foil to file cash transaction 
reports, even if the money is 
legitimately derived. Crimi- 
nal fines can be imposed for 
each wilful failure to file a 
report with the IRS. It is also 

Companies can 
become prey to 
money laundering 
because they - 
generally do not 
have effective 
programmes in 
place to prevent 
and detect it 

J-i-' 


both a criminal and civil vio- 
lation of the statute to struc- 
ture transactions to evade 
the reporting requirements. 

• Money Laundering. The 
money laundering statutes 
prohibit companies and indi- 
viduals from engaging in 
any kind of financial trans- 
action with the proceeds of 
criminal activity. Unlike the 
cash reporting statutes, pro- 
hibited money laundering 
transactions can Involve 
wire transfers, personal or 
corporate cheques, bartering 
of services, letters of credit 
as well as cash «nd ra sh 
equivalents. All that must be 
proved is that the financial 
transaction was undertaken 
with knowledge ofT Or wilful 
blindness to, the source of 
the funds. 

Fines can be .imposed 
against companies up to 
$500,009 per violation or 
twice the amount of the 
property involved in the 
financial transaction. Any 
property involved in the 
money laundering' transac- 
tion also can be forfeited. . - 

Liability does not end with 
the corporate entity. Individ- 
ual officers and employees of 
the company as well as 
board members may be sub- 
ject to the same foies plus 
up to a) years' imprison- 
ment. Obviously, the integ- 
rity and reputation of any 
company that falls victim to 
thes e schemes will tie seri- 
ously damage^ 

What can companies do to 
combat the money launder- 
ing risk? The answer is sim- 
ple: develop and implement 
effective compliance pro- 
grammes that take into 
account the business' spe- 
cific operations. “Effective" 1 
compliance programs hrfp to - 
protect companies from 
becoming unwitting partici- 
pants in money laundering 
schemes. - Compliance pro- 
grammes also can also 
reduce business risks 
because prosecutors often 
look ta the Federal Sentenc- 
ing Guidelines to. determine 
whether to charge a business 
with money laundering vio- - 
Iatione in the first 
instance. 

- While compliance pro-' 
grammes must be tailored to 
meet the specific needs of 
each entity and to address 
the particular -money laun- 
dering risks. . there are five 
basic Ingredients that are 
essential to an effective pro- 
gramme: 

1. Develop- policies and 


procedures for ensuring 
compliance with cash report- 
ing requirements, including 
requirements to, report cer- 
tain cash equivalents, and 
for identifying, investigating 
and reporting suspicious 
activity. 

2. Identify early warning 
systems. Laundering 
schemes, like black market 
peso brokering, typically fol- 
low established patterns. 
Develop procedures that 
address these specific areas 
of vulnerability. 

3. Re-evaluate current pay- 
ment policies and consider 
prohibiting or restricting 
certain types of payments to 
reduce tbe regulatory report- 
ing burden and the money 

laund ering risk. 

4. Know your customer. 
.Establish customer identifi- 
cation and documentation 
requirements, including 
ascertaining the identity of 
beneficial owners, especially 
of- offshore corporate 
accounts. 

5. Create a programme 
that is in writing and 
approved by senior manage- 
ment and the board of direc- 
tors. The programme should 
include: a designated compli- 
ance officer who has. broad 
authority to monitor and 
ensure compliance; with rel- 
evant laws; . 

a system of internal controls 
to ensure compliance inde- 
pendent testing for compli- 
ance, preferably by an out- 
side party, and Initial and 

periodic training for all 
appropriate employees and 
personnel. 

Money laundering harm* 
every legitimate business 
transaction that it touches. 
.On' a macro-economic level, 
it. impedes international 
trade, even to the point 
where - as noted by the Con- 
gressional subcommittee - it 
can threaten the worid econ- 
omy. On- a micro-economic 
level, it can damage a corpo- 
ration’s good reputation, the 
public's confidence, reve- 
nues, and employee' morale. 
On a personal level it can 
result in financial, ruin and 
even jail. Business will 
remain easy- targets for 
money laundering .until com- 
panies create impediments 
si mi lar to and ak extensive 
as those create! by b anka 
and fiwanpfaT -.it |g tihi tio ng. 

Mr Zeldin is a principal of 
Rrtce Waterhouse and Ms 
Rudnick is a portlier of Gib- 
son, Dunn and Crutcher 
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in the Gulf 


In the past year attention in the 
Middle East has focused over- 
whelmingly on the Iraq crisis 
and, before it, on the Implosion 
of the regional peace process. 
But closely linked to these 
events is the slow political 
realignment taking place in the 
region. Enmities that seemed 
engraved in stone are being set 
aside - and this is making a 
mockery of US policy. 

Since the allied victory in the 
Gulf war against Iraq in 1991, 
the main pillars of Washing- 
ton's policy have been the set- 
tlement of the Arab-Israeh con- 
flict through the exchange of 
conquered Arab land for 'peace, 
and the isolation of Iraq and 
Iran as “rogue states". 

The peace process is mori- 
bund. not just because of the 
intransigence of Benjamin 
Netanyahu, the Israeli prime 
minister, but because the Clin- 
ton administration has been 
unwilling or unable to do any- 
thing about it. 

Iran has broken out of isola- 
tion, and Arab disgust at Wash- 
ington's double standards 
towards the Middle East is help- 
ing Saddam Hussein's Iraq to do 
the same. 

Iraqi officials are now 
received regularly in Tehran, 
despite lingering Iranian bitter- 
ness after their 1980-88 war. 
Syria, whose Ba’ath party 
regime has been in vicious, 
rivalry with its counterpart in 
Baghdad for two decades, and 
which backed Iran in the first 
Gulf war and the US in the sec- 
ond, started a rapprochement, 
with Iraq last summer. Egypt, 
which strongly supported the 
US's eviction of Iraq from 
Kuwait in 1991, kept an open 
channel to Mr Saddam fhroogh- 
out the recent crisis. 


Equally striking is Arab 
detente - with Iran, feared 
throughout the region, after the 
1979 revolution, «s a source of 
Islamist insurrection. 

This week All Akbar Hashemi 


Rafsanjani, the former Iranian 
L president, has been in Saudi 
-Arabia and was received by the 
ailing King FahcL Such an audi- 
ence was not given to Madeleine 
Albright, US secretary of state, 
nor to William Cohen, US 
defence secretary,, when they 
recently visited. Riyadh seeking 
support against Iraq from their 
TTlfftn Gulf a Tty 

The chief item on the Ir anian - 
Saudi agenda is Tehran's wish 
for regional security arrange- 
ments to supplant the US polic- 
ing of the Gulf. This idea has 
advanced as the peace process 
has regressed. But the latest cri- 
. sis with Mr SaiMam aiiri the fail- 
ure of the US "dual contain- 
ment" of Iran and Iraq has 
given it real currency. Coun- 
tries such as Saudi Arabia seem 
to be concluding that coexist- 
ence with their neighbours may 
be safer than dependence on the 

us.. - 

■ A study released this week by 
the US Amy War College con- 
cludes that dual containment 
“is probably unsustainable over 
the long tern" and suggests 
that Washington ahrnilrl tnctPnH 
sponsor Gulf co-operation on 
security and . arms control - 
including in Iran and fraq. 

The US and Europe should 
consider some such process, 
addressing security concerns in 
the region and inchufing a pol- 
icy of engagement with Iran. 
The alternative may. be that 
arrangements win be arrived at 
in opposition to the west and in 
consequence of its misfired poli- 
cies in the region. 


Drug wars 


The report that the US 
administration Is expected to 
deliver to Congress this week 
on the performance of other 
governments in the war against 
illegal drugs should be the last 
The annual process of “certifica- 
tion" - by which the US sits in 
judgment on other countries’ 
anti-drugs efforts - is against 
US interested 

The procedure itself is incon- 
sistent, from one . year - to 
another and one country to the 
other. It has become pdititised, 
because some countries are sim- 
ply too important to condemn. ... 
It has little- connection with - 
what is happening, in the mar- 
kets for. narcotics. It contami- 
nates the. US’s relations with its 
southern neighbours/ countries 
where it wants- to_ encourage : 
democracy and market-friendly 
economies. It also has the- US - 
the world’s largest consumer of 
illegal narcotics - setting itself 


up as judge and jury of the 
poorer countries that have the 
misfortune to be suppliers. 

The good news is that the 
weakness of the approach is 
how. being recognised by Impor- 
tant figures within the US, 
including Ge n eral Barry McCaf- 
frey. US national drugs policy 
director. This offers a chance 
for a more co-operative policy. 
This couM .unite producing and 
consuming countries, perhaps 
undertbe auspices of the United 
Nations or the Organisation of 
American States. 

Whether US. legislators will be 
willing to abandon their annual 
opportunity to blame others for 
the US’s own severe drugs prob- 
lem is another matter. Of one 
thing, though, they ean be sure: 
judging, by the .volumes, purity 
and price erf the illegal narcotics 
that continue to enter, the coun- 
try, the current approach is not 
working- 


EU aid Wars 


National governments are 
beginning to lobby furiously to 
hang on to their share of Euro- 
pean regional aid funds: Mar- 
garet Beckett, Britain's Industry 
minister, joined the procession 
to Brussels yesterday to argue 
the UK case. Behind it ail is the 
European Ctanmisstan's plan to 
shake-up the whole : structure 
and distribution of subsidies to 
Europe’s poorest regions for the 
coming century. . 

The overall level of regional 
aid should undoubtedly be 
trimmed, above. afi‘ to provide 
east European countries with 
the means to adjust to EU mem- 
bership in the years to came. As 
part of the wide-ranging review 
it plans to unveil on M&rch'is, 
the Commission proposes to set 
aside a fairly modest BctWSbn 
pot of money for new m emb ers. 
That means regional aid to the 
existing -15 EU membss should 
be limited to Ecu230bn over 
2000-06, entailing a slight 
decrease from current levels. 

What is really riling govern- 
ments is Brussels’s intention to 
concentrate its money on areas 
of real poverty and high unem- 
ployment. This strategy of 
streamlining aid programmes to 
get more economic San for the 
euro makes excellent develop- 
ment sense. It is a bit ridiculous 
tor 51 per cent of the population 
of one of the world’s richest 
zones to be classed as living in 
deprived or depressed regions, 
as they are now.The Commis- 
sion proposes to reduce the per- 
centage of EU population cov- 
ered by its aid programmes to 
35-40 per cent 

On the back of this reform, 
the Brussels competition 
authorities also hope to get a 
corresponding reduction in the 
geographic coverage of notional 


subsidies. This, too, would make 
sense. It would be politically 
unfair ^ and ah economic distor- 
tion, if poorer countries jvere to 
get Jess EU aid while richer 
states Uke'Germany and France 
remained free to scatter manna 
on their own-regions. 

! Particularly controversial to 
the UK. with its low jobless 
* rate, is the Commission's sug- 
. gestion that handouts to areas 

- of industrial and rural decline 
should now be limited to those 
with high unemployment. By 
this measure, large tracts of the 
north of England, central Scot- 
land, and part of Wales could 
lose their EU money. Labour 
minis ters fear an anti-EU back-, 
lash which could affect 1 any ref- 
erendum on monetary union. 
High unemployment may prove 
to be- the only m e asure on 
which all EU states can agree, 
but Brussels should underline 
that labour market. flexibility is 
as much the cure for it as aid. 

Future regional policy must 
also be designed to complement 
monetary iminn, in particular to 
help individual countries or 
regions respond rapidly to any 
economic shocks. Hitherto EU 
aid has been too centrally and 
rigidly planned. Brussels' pro- 
posals to give governments 
mare say in directing and re- 
directing EU aid could intro- 
duce a welcome flexibility. . 

- Regional aid is the main sym- 
bol of political solidarity within 
tie EU. and is big enough to 
matter economically. The Com- 
mis si on's plans are rea s onable 
and-: not ungenerous. The argu- 
ment should not sink into a 
squabble over who, in the 
wealthier .countries, are really 
the poorest. The new member 
states of eastern Europe need 
the most help. 


Not a commercial accident 

Christopher Adams asks whether yesterday’s £14bn merger of 
Commercial Union and General Accident makes strategic sense 


U ndeterred by the 
failure of the 
world's biggest pro- 
posed merger, two 
large UK insurance 
companies have banded together 
to seek salvation through size. 

Between then. Commercial 
Union and General Accident will 
have £i00bn ($167bn) in funds 
under management By market 
value, it- win rank as Britain's 
second largest, and Europe's 
ninth largest insurer. Gross writ- 
ten premiums would, have 
amounted to £15.9bn last year 
and market capitalisation would 
have been £14.1 bn at yesterday’s 
closing prices. But given the 
experience of Glaxo and Smith- 
Kline Beecharo. investors should 
be asking not whether the com- 
bined company looks big and 
powerful today but whether the 
deal is anything more than a 
defensive reaction to the deal- 
making that has swept across 
Europe's insurance sector. 

That UK insurers are under 
pressure is well documented. A 
flood of new entrants and the 
exploitation of telephone sales 
techniques that cut out interme- 
diaries and offer insurance more 
cheaply have sent premium rates 
into freefall, squeezing margins. 

Cost cutting by merger is one 
way of competing. CU and GA 
aim to cut costs by £225m or 
around 10 per cent. Much of this 
will be achieved through job 
losses and integrating informa- 
tion technology systems. 

But. there are bigger issues at 
stake. The merger comes against 
a background of greater interna- 
tional competition in financial 
services, and a battle between 
banks and insurers in which life 
assurance plays a critical role. 
Insurers' traditional customer 
base is being eroded by fr»nin» 
and building societies, especially 
in France where so-called “ban- 
cassurers” have enjoyed enor- 
mous success. This has increased 
pressure on insurers to contain 
operating costs and diversify into 
new markets. Hence, yesterday’s 
merger could prove part of a 
wider financial restructuring in 
the UK, involving banks as well. 

“The fact is that traditional 
insurers are faced with an 
onslaught the like of which they 
have never experienced before,” 
says Marc Smart, analyst at 
Daiwa. “Insurers are increasingly 
faced with the prospect of seeing 
their traditional business 
snatched away from beneath 
their noses by new entrants.” 

A series of big transactions in 
Europe, several at a suprana- 
tional level, has already begun to 
transform the sector. Paris-based 
Axa has bought its less efficient 
rival UAP. Germany’s Allianz is 
acquiring Assurances Gfen feral es 
de France for FFrKJbn (£3t2bn). 
Zurich is to merge with the finan- 
cial services arm of BAT Indus- 


Insurance companies: urge to merge 
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tries in a £23bn deaL Credit Sui- 
sse has acquired Winterthur to 
create a bancassurance giant 

“This used to be a cosy indus- 
try, but that is no longer the 
case,” says Pehr Gyllenhammar, 
chairman designate of the com- 
bined group. “Tough competitive 
forces are removing costs and life 
insurance is going into the 
broader sphere of financial ser- 
vices. Consolidation is necessary 
and market leadership is cru- 
cial." 

But as both he and Bob Scott, 
the other moving force in the 
merger, have long argued, size is 
not everything. Insurers are also 
trying to reinvent themselves. 
Instead of providing only insur- 


ance products, they are attempt- 
ing to become financial-service 
providers. This requires strong 
asset management skills, in 
which a merger can help. 

Zurich under Rolf Huppi, its 
chief executive, has become a 
powerful force in fund manage- 
ment. The merger with BAT’s 
financial services arm has pro- 
vided a powerful distribution net- 
work for the products of its two 
large US fund managers, Kemper 
and Scudder Stevens & C-lark. 

While Mr Scott denies the Zur- 
ich deal was influential, the com- 
bined group will be heading in 
the same direction. 

Echoing Mr Huppi. John 
Carter, chief executive of Com- 


mercial Union, says fund man- 
agement expertise has become 
crucial with the development of 
more complex investment prod- 
ucts and more sophisticated cus- 
tomers. This is an area, he sug- 
gests. in which increased size 
enables companies to win more 
third-party business. And at the 
same time, with the prospects of 
declining state provision for old 
age. building up the life assur- 
ance business is paramount. 

The merger will strengthen 
both companies' life operations. 
GA has enjoyed success in the 
UK life assurance market since 
acquiring Provident Mutual in 
1996. This is an attractive feature 
of the deal for CU. which har- 


U 


H urricane’’ Bob 
Scott can’t sit 
still. At yester- 
day’s press con- 
ference to launch the merger of 
General Accident and Commer- 
cial Union - which he will lead 
as group chief executive - his 
restless energy was in sharp con- 
trast to the cool manners of the 
City of London. 

The 56-year -old Australian was 
in his element. The style was 
brisk with a touch of humour. 
The man who reinvented sleepy 
GA in less than a decade is about 


The w hi r ling wizard 


to help create a $25bn business. 

Mr Scott has the advantage of 
being an outsider, a blunt Aus- 
tralian in what had become a 
complacent British industry. He 
was born in Melbourne and 
joined the South British Insur- 
ance Company in Wellington, 
New Zealand, in 1959. 

He came to GA as a result of 
arguably its worst ever acquisi- 
tion. South British had merged 


with the New Zealand Insurance 
(NZI) - a deal that gave Scott 
valuable merger experience. 
Then NZI Corporation was 
acquired by General Accident in 
1987. The deal caused problems 
for years - although they were 
unrelated to the insurance busi- 
ness. Mr Scott was said by 
the market to be “the silver 
lining in the NZI cloud". 

He came to Britain in 1990 and 


began a rapid rise. In 1991 be 
became general manager UK and 
the next year joined the board of 
General Accident. He became 
deputy chief executive in 1994 - 
and chief executive in 1996. 
Hence the “Hurricane" tag. 

He is credited with revitalising 
GA’s operations. He cut middle 
management and replaced two- 
thirds of the branch managers 
and shifting the business from 
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First Pas 
the post 

■ Jacques Santer Is known as - 
the man wfanneyarisays-na Bifr 

president has shown, he’s ho : . . 

. p itahn var hry haclfi hg Klau s Van : 
der Pas to head thensw-tesk 
force cm mtargemeni-l V 
Both Paris and Bonn were - 
-nanraus.alxnit-anowiSBg'a' ••• . 
imtctraised' 

capture one of the biggest jobs in 
' Brussels, especially when 
-.Germans already occupy many 
of the strategic foreign policy 
• posts. Santer stuck to his guns 
and Van der Pas. bis trusted 
spokesman, got the nod. 

Insiders are now wondering 
whether-the French and German 
- governments will exact a price 
for this display of independence. 
France wifl surely not be ■*. 
appeased by the appointment of 
career bureaucrat Philippe 
Soubestre to £hfe important bat . 
.tor less powerful job of • 
co-ordinating ''aid to central . 
Europe. ... •• 

And what future far Francois 

Lamourenx, the brilliant but • • 

brusque aide-io former ■ 
Coimxiissian president Jacques 
Delors, who was . Van der Ibis’s 
rival for the top job? He still has. 
responsibilities in the . .- 
atiai^enient.aroa: But the 
. prospect off Lamoureux reporting 
. to Van der Pais oathfisnew task 


force may not be good tor the 
health of either man. 

A job swap would be an 
elegaot solution - but seems out 
of the question. The Olympian 
frenchman is a world apart 
from the urbane, understated 
Van der Pas. So who is going to 
burnish President Santeris 
image for the last two yeans of 
his term? 


Eauxyes 


■ The hunt is on for a new 
name for Gfenferale des Eaux, the 
French utilities group that 
Jean-Marie Messier, its 
fresh-fiaced chairman, has 
decided to reposition as a global 
communications giant. 

Hunting through the 
trademarks register, the FT’S 
French confrere Les Echos has 
identified such snappy 
candidates as Vivendi, Marly 
and Anjou — all of which have 
been acquired by Messier's outfit 
in the past few months. . 

Wicked tongues inside the 
group have other ideas, however. 
JMM, the Initials of their 
strong-willed boss, is among the 

options being bandied around; 
the favourite is Elj'see 2000, a 
reference to the date of France’s 
next presidential election. 

. Messier, who. at just *i is the 
country's largest private sector 
employer, has already packed in ' 
two stints as a senior adviser to 
top politicians, including the 


Gaullist former prime minister 
Edouard Balladur. Surely it can't 
be long before Messier crosses 
the divide and enters political 
life himself? There's nothing like 
starting at the top. 


High Roller 

■ BMW and Volkswagen face 
new competition in the race to 
buy venerable carriage-maker 
Rolls-Royce Motors. Observer 
hears that former Rover Group 
executive Kevin Morley is trying 
to line-up finance for a 
management buy-in. 

Morley is the second British 
bidder to declare an interest 
The Rolls-Royce Action 
Committee, a classy cluster of 
Roller enthusiasts dedicated to 
stopping the company tolling 
into foreign hands, has been 
fighting against the odds to put 
together a bid financed by 
faithful customers. 

Morley made a mint in the 
early 1990s when he left Rover, 
taking with him a clutch of 
lucrative marketing contracts. 
His agency, Kevin Morley 
Marketing, has since been 
gobbled up by the Lintas 
advertising empire - and last 
year he popped up as chairman 
of stockznarket tiddler Birkdale. 

Birkdale certainly doesn’t 
have enough gas in the tank to 
beat tbe German car giants In a 
straight race for Rolls. So 
Morley's going to need all his 


super-charged charm if he’s to 
raise enough finance to get off 
the starting grid. 


Reuss return 

■ Heinrich Po stimulus Reuss's 
pictures are going to be seen 
again. The Reuss family were 
big noises in Thuringia for 700 
years and Heinrich Posthumus, 
its most enterprising member, 
established the textile industry 
in the picturesque little 
provincial town of Gera. 

After World War n. the 
co mmunis ts demolished the 
castle and confiscated the 
family's treasures. Now, there 
has been a deal under 
Germany's 1994 restitution law. 
Like many another old 
landowning clan, the Reusses 
are getting their land back: but 
this is the first restitution deal 
to include a serious art 
coUection. 

Most of the collection - 
pictures, silver, furniture, 
porcelain and glass that have 
been stuck in warehouses for the 
past 50 years - will go to local 
museums. The rest are being 
sold through auction bouse 
Christie's. Prims Heinrich Reuss 
says he intends to move back 
soon to the old estates and that 
some of the Elm he expects to 
raise from the sale will be 
re-invested in the area. Should 
help him rub along with the new 
neighbours. 


hours ambitions or expanding its 
life operation in the UK. 

GA wifi benefit from a bigger 
presence in continental Europe. 
CU is unusual among British 
insurers in having a large over- 
seas business, especially in the 
Netherlands and France. 

In the US. the companies have 
different regional strengths. GA 
is established in the north-west, 
with CU well represented in 
Maine and New England. 
Together they will be the eighth 
largest company selling through 
independent agents. 

Future expansion is likely to 
concentrate on Germany, where 
regional companies - such as 
Berlinische Lebenvershicherung. 
a life assurer that CU is buying - 
will come under more pressure as 
deregulation forces prices lower. 
The group will also seek to 
strengthen GA's small commer- 
cial lines business, where it has 
acquired speciality insurers in 
the US and UK. 

A ll this suggests there 
is much strategic 
sense in the match. 
But there are doubts 
as well. The recent 
record for large-scale mergers 
both within the insurance indus- 
try and outside is mixed, at best 
Some analysts wonder whether 
this deal, too. might be harder 
than its designers have counted 
on. 

As two other UK insurers. 
Royal Insurance and Sun Alli- 
ance. found following their 
merger in 1996. problems can 
arise with management. A cum- 
bersome board structure, which 
Included an executive deputy 
chairman as well as a chief exec- 
utive. soon became untenable. In 
insurance, where qualified staff 
are sometimes a company’s main 
assets, disenchantment and inse- 
curity during the merger can be 
disastrous. 

Furthermore, combining com- 
panies relying on intermediaries 
for distribution can pose difficul- 
ties. Agents may become dissatis- 
fied and may desert. 

In this merger, unlike that 
between Royal and Sun Alliance, 
nobody has been appointed with 
specific responsibility for integ- 
rating the two businesses and 
achieving the cost savings. With 
no sign of a let-up in the down- 
turn that has characterised UK 
insurance since 1994, there is a 
greater risk in this deal that 
savings could be competed away. 

However, it is at least clear 
who is in charge, which it was 
not at Royal & Sun Alliance. 
With GA and CU already 
regarded as having a lower than 
average cost base and GA 
starting with an enviable track 
record in UK underwriting, rivals 
have reason to be worried if Mr 
Scott drives through change at 
the same speed he did with GA 


what be called an “administra- 
tion-centred’' style to one based 
on “long-term customer service". 

“He is very focused," says one 
provincial broker. “Very hard. 
Very tough. GA was In a bit of a 
mess but their results over the 
last three years are superior to 
peer groups.” 

His staff - who seem genuinely 
to like him - must hope he 
makes a success of the merger. 
Then he can live np to his other 
nickname: “The Wizard of Oz". 


Jim Kelly 


100 years ago 

Directory Of Directors 
Births continue to exceed 
deaths in the world of 
directorships, the rush of new 
companies having filled up 
the gaps caused by the 
somewhat severe mortality 
amongst older ventures. From 
the 19th annual issue of that 
invaluable work. Mr Thomas 
Skinner's Directory of 
Directors, it appears that the 
□umber of names given in the 
new volume is 17,000, of 
which 3.000 appear tor the 
first time (though the net 
figure, allowing for 
departures, is 1,500). It would 
be a very interesting matter 
of research to ascertain how 
much these 17,000 gentlemen 
draw in Directors’s fees and 
how much is derived from 
companies who never pay 
their shareholders a penny. 

50 years ago 

Europe Recovery 
A statement outlining a 
programme of action for 
European recovery, drawn up 
by business leaders and 
experts from a number of 
countries, in eluding Belgium, 
France, Italy, the 
Netherlands, the U.K. and the 
U.S. was issued yesterday by 
the International Chamber of 
Commerce. Mam 
recommendations of the 
Committee are set out in a 
ten-point plan. “A vigorous 
anti-inflationary policy" is 
urged in all countries. 
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Plea for reconciliation 
as Kim assumes office 


By John Burton in Seoul 

Kim Dae-jung, South Korea’s 
new president, pleaded for 
reconciliation yesterday - 
between left and right, and 
between the democratic South 
and the Communist North - at 
a colourful inauguration cere- 
mony attended by thousands 
of citizens. 

An otherwise festive occa- 
sion was marred by the former 
r uling party, which responded 
to Mr Kim's conciliators’ tone 
by threatening to block his 
choice for prime minister. 

Under a cloudless sky. Mr 
Kim became the first centre- 
left opposition leader to take 
power in the nation's 50-year 
history, in a ceremony more 
democratic in tone than those 
of the past. 

Foreign guests included 
Michael Jackson, the singer, 
who is planning a benefit for 
starving North Koreans as he 
examines possible property 
investments in the South. 

Mr Kim. stressing that Korea 


was entering a "new age” that 
would heal past divisions, was 
flanked hy former enemies 
who tried to kill him when he 
opposed military rule between 

1961 and 1987. 

They included Chun Doo- 
hwan and Boh Tae-woo, 
former presidents who led a 
military government that 
sentenced Mr Kim to death for 
sedition in 1980. 

After viewing a parade that 
featured floats, traditional 
musicians and dancing 
troupes. Mr Kim waded into 
the crowd to shake hands as 
loudspeakers played the Simon 
and Garfunkel song Bridge 
over Troubled Waters. 

With South Korea facing its 
worst economic crisis since 
1980, Mr Kim emphasised the 
need for market reforms and 
foreign investment as the only 
solution to the problems 
caused by the nation's dirigiste 
and protected economy. He 
called far a summit with North 
Korea and urged the imple- 
mentation of a 1991 non- 


aggression treaty to 
strengthen ties. "We will open 
a path to the future where the 
South and North will co-exist 
and co-prosper by realising 
peace based on firm security 
and by promoting all possible 
interaction and other forms of 
co-operation,” he said. 

Mr Kim warned Koreans 
that even if economic reforms 
were Introduced, a recovery 
could not be expected until the 
second half of 1999. He urged 
the centre-right Grand 
National party (GNPj, which 
holds a slim parliamentary 
majority, to co-operate in 
approving reform measures. 

“I win consult with you on 
all issues,” he pledged. "You, 
in return, must help me, if 
only for one year - this year - 
when the nation is standing on 
the brink of disaster." 

However, the appeal did not 
dissuade the GNP from trying 
to block Kim Jong-pil. the 
president's rightwing coalition 
partner, from assuming the 
past of prime minister. 


France to increase benefits 
for long-term unemployed 


By Robert Graham in Paris 

Unemployment benefits in 
France are set to rise in line 
with the recommendations of a 
report commissioned by Lionel 
Jospin, prime minis ter, and 
aimed at heading off four 
months of protests by the 
country's jobless. 

The proposed increases 
would target long-term unem- 
ployed and low-income groups. 

No price tag has been put on 
the proposals, but the aim is to 
ensure the eight forms of 
social security benefit avail- 
able to the Jobless reflect the 
cost of living more accurately. 

The proposals are unlikely 
to satisfy the protesters, whose 
leaders want unemployment 
benefit to be more closely 
linked to the minimum wage. 
They are convinced French 
society is rich enough to 
accommodate their demands. 

The report was ordered in 
January by Mr Jospin to take 


the steam out of destabilising 
countrywide protests, mounted 
by well-organised groups of 
jobless, demanding greater 
social security coverage. 

At the time, the prime minis- 
ter said be would not offer any 
serious concessions to the 
groups' demands until the 
report was completed. 

While recognising the need 
to raise levels of support, he 
warned against equating 
unemployment benefits too 
closely with the rewards paid 
to those in work. 

The main recommendation 
of the report is that the loss of 
purchasing power for the 
481.000 people receiving “soli- 
darity" payments should be 
offset. This category covers 
long-term jobless who have 
lost their right to unemploy- 
ment benefit Their monthly 
cheque of FFr2.265 (£227.661 
has not been adjusted for infla- 
tion since 1994. Unofficial 
estimates of the cost of the 


changes range from FFr600m 
to FFrlbn. 

The report also proposes nar- 
rowing the gap between the 
minimum basic wage, and pay- 
ments of low-income support 
and single parent benefit But 
it argues against extending the 
low-income support payments 
mechanism to those younger 
than 25 - the age at which 
French people become eligible 
for the benefit. 

Measures encouraging 
younger people to enter the job 
market would be the best way 
of tackling poverty among job- 
less under-25s, says the report 
More than lro people benefit 
from support payments, with a 
single person receiving an 
average FFr2,138 a month. 

In January, the government 
provided FFrlbn for unemploy- 
ment hardship cases on an 
emergency basis. By this week, 
472.000 claims had been filed 
and almost 200,000 settled, 
with payments of FFr334m. 


Brussels BSE delay averts trade war with US 


Continued from Page 1 

should be extended to include 
vertebral columns of sheep 
and cattle more than one year 
old. 

The Commission also said 
yesterday it was planning a 
derogation for the use of some 
banned risk material in certain 
cosmetics, medicinal and 
industrial products. This is 
likely to ease trade friction 
with the US further. 

Jack Cunningham, UK farm 
minister, said the delay was 
disappointing but the UK's 


unilateral ban on all imports 
of beef that did not meet UK 
standards would remain in 
place. 

He said: “There is no ques- 
tion of the UK lifting its 
national SRM controls on 
imports until we are abso- 
lutely convinced that the EU 
rules provide the necessary 
equivalent protection for our 
consumers.” 

The UK, and other EU mem- 
ber states that have introduced 
bans, such as Ireland, Belgium 
and France, are concerned that 
a two-tier market could evolve 


in Europe, with some coun- 
tries' beef not subjected to the 
same hygiene controls. Pad- 
raig Flynn, the Irish-appointed 
EU social affairs commis- 
sioner, is understood to have 
argued against the change of 
policy. 

The Commission gave par- 
tial support for the UK’s ban 
on the sale of beef-on-the-bone 
and indicated a ban on the sale 
of T-bone steaks could he 
extended to other countries. 

Other cuts of beef, including 
rib steaks, are not under 
threat. 


IB J chiefs 
volunteer 
to give up 
salaries to 
aid reform 

By Gillian Tett In Tokyo 

The chairman and president of 
industrial Bank of Japan, one 
of the country's largest banks, 
have volunteered to forgo 
their salaries this year as a 
sign of their commitment to 
corporate reform. 

The sacrifice is partly 
intended to atone for a corrup- 
tion scandal at the bine-chip 
bank, but is also part of a 
wide-ranging cost-cutting pro- 
gramme aimed at helping it 
prepare for Japan's so-called 
Big Bang financial deregu- 
lation process which begins in 
I April. Other top Japanese 
I banks are expected to unveil 
restructuring measures soon. 

XBJ yesterday said it 
intended to cut its costs by 
, Yi2bn to Y15bn a year from 
last year’s level of Yl57bn 
(Sl-25bn>. 

Executive ranks will be 
Hiinntj anA salaries r educed 
across the board. Executive 
salaries will be cut by some 30 
per cent. Those of other 
employees will fall by 10 per 
cent, and bonuses will be 
reduced by up to 25 pa cent 
The hank will close three of 
its 30 domestic brandies and 
rationalise overseas offices. 

Yoh Kurosawa and Masao 
Nishimura, IBJ chairman and 
president respectively, will 
lose all their salary this year. 
IBJ refused to reveal what 
salaries the two receive, 
although it stressed the level 
was “lower than in the US". 
Senior executives of big Japa- 
nese banks are thonght to 
receive basic pay of Y30m- 
Y40m a year. 

IBJ has been accused of 
bribing a former director of 
the Japan Highway Public 
Corporation with "excessive 
entertainment". A bank man- 
aging director has been 
arrested. 

The bank has been con- 
cerned that the scandal could 
affect its business. Nihon 
Keizai Shimbun, Japan's lead- 
ing business daily, reported 
yesterday that Japan Highway 
had removed IBJ from the 
underwriting syndicate of a 
bond issue planned for next 
month. 

IBJ has announced that it 
expects to suffer a Y250bn loss 
in Its current fiscal year to 
March 31 because of some 
Y400bn writeoffs of bad loans 
incurred as a result of the col- 
lapse of the bubble economy 
in the early 1990s. 

IBJ and other banks have 
recently come under addi- 
tional pressure to restructure 
as a result of the Japanese 
government's new plan to pro- 
vide them with up to 
Y13.000bn of public money in 
the form of preference shares 
and subordinated bonds. Hie 
conditions attached to these 
capital injections have not yet 
been decided. 
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Europe today 

Scandinavia will become very mild 
with spells of rain, heavy in western ■■ 
Norway, with only eastern Finland | 
remaining cold enough for snow. 
Western Russia will be cold with a 
little snow but most of the Baltic 1 
states will be mild and weL Much of ! . 
central and northern Europe will be 
mild with the best of the sunny 
spells in the south but further north 
there will be some light rain or driz- 
zle. The Iberian Peninsula will be 
fine and sunny but parts of the cen- 
tral Mediterranean and North Africa 
will have showers or thunderstorms, j 
The eastern Mediterranean will be 
fine and dry. ] 

Five-day forecast 

Scandinavia will become very mild 
with spells of rain, but eastern 
Finland will remain cold enough for 
some snow. The Baltic states will be 1 
mild and '.vet as will most of ! 

northern Europe, but further south j 

there will be pleasant sunshine. 

Most of the Mediterranean will be 
fine but central parts will have a few 1 
thunderstorms. 
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Spreading the risk 


It is an apt symbol of this sensible, 
waste not-want not merger of Com- 
mercial Union with General Acci- 
dent that the new name is simply 
CGU. No multi-million pound con- 
sultancy hffl- nnfhlng flacft While 
the deal's logic covers opportunities 
on offer in European life assurance, 
it is also crucially about protecting 
profits from ravenous competition. 
Hence the Importance of the mini- 
mum £225m savings, about 10 per 
cent of the cost base. In a normal 
market, a multiple of. say, 10 could 
be applied to these savings and the 
resultant £2%bD would bolster mar- 
ket values. But such was the specu- 
lative anticipation, reality sliced off 
£650m. The pair are still worth just 
over £14bn.($23.4tm) - a hefty- 13 
times their combined net assets. 

The subsiding share price should 
not reflect doubts about the out- 
come. Mindful of the time wasted 
by Royal & Sun Alliance in sorting 
out Its management structure, CGU 
seems to have done the difficult 
work. Most important is the naming 
of Bob “Hurricane” Scott as chief 
executive, with Commercial Union's 
Sir John Carter retiring gracefully. 
This may dash some hopes among 
CU executives, but at least the issue 
is settled. Each .executive who 
remains has a well-defined rale - 
too late to set a good example to 
Glaxo/SmithKline. 

What they will turn their minds 
to is maximising efficiency in the 
face of gathering competition - 
from banks and building societies 
in the UK, for instance. That means 
a chunk of the savings will be com- 
peted away in lower premiums. 
CGU must also be braced for a 
change of luck on claims: there has 
been an unnat ural paucity of disas- 
ters. Against this background, earn- 
ings will be hard-pressed to advance 
despite strong growth in new life 
business. 

Intriguingly for GA. which has so 
far preferred Anglo-Saxon markets, 
some of the best opportunities on 
the long-term savings side lie in 
continental Europe, where alterna- 
tives must be sought to state pen-, 
sions provision. While GA brings 
; fresh leadership, ClTs focus on life 
and the Continent offers the best 
strategic challenge. 

US tobacco 

Passing the $S6&5hn US tobacco 
settlement is a bit like quitting 
smoking: it is in everybody's best 
interest, but will take huge will- 
power. Both, the president and Con- 
gress want the agreed curbs on the 
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tobacco industry and public health 
programmes - not to mention the 
money; Indeed, Bill. Clinton has 
incorporated $6Sbn of projected rev- 
enues into his budget proposals. 
The tobacco companies want a deal 
even more badly: to remove the 
leg al and p olitical uncertainty over- 
hanging their stocks. 

Nevertheless, the chances of 
either this settlement, first agreed 
in June 1997. or a revised version 
passing Congress this year are 
extremely slim. Given the growing 
evidence that : tobacco companies 
deliberately tried to lure under-age 
smokers, and the fact that this is an 
election year, no politicians will 
Champ ion a- Tim - against the* anti- 
smoking lobby. Meanwhile, the 
companies - as their bosses made 
clear -to Congress again this week - 
will agree to marketing restrictions 
and tougher regulation, only in 
retain for immunity from future 
lawsuits. 

That leaves investors in an unen- 
viable position. Until' a deal is 
struck, they cannot properly value 
the companies' US tobacco profits..: 
But the longer a settlement is 
delayed, the harsher it is likely ter 
become. Not surprisingly, the; 
stocks continue to suffer:’ Plilfip' 
Morris has underpo^Dmed the US 
market by 22 gar cenf over the past 
yearland is b%k atVs£ 40 per cent 
discount, fhe^adfr^E^its:^ trading- 
range. • -T-Sri*- .•? •„ 

Standard Chartered . 

Talk of Standard Chartered seek- : 
tag out merger partners looks Off 
base. But yesterday’s results were 
confirmation enough of idly suitors 
m ight be interested. Far .from suf- 
fering. as a result of to the Asian 


turmoil, the bank, has emerged in 
robust shape. Fears about asset 
quality that saw the share halve in 
value in the second half of last year 

now look misplaced. 

The management deserves praise: 

‘ jt is reaping the rewards of con- 
sciously avoiding risky products 
abd Wrllng categories. Moreover. 
Standard’s financial strength has 
left it -well placed to squeeze Juicy 
niflifffng from needy counterparties 
. in areas like foreign exchange. For 
all its prudence, there is still a risk 
of Asia producing nasties But the 
bank’s record hi such that it can 
credibly claim Asia offers more 
opportunity than threat Even after 
’ yesterday’s 16 per cent jump, the 
1 shares still look a good buy. - 

Courtaulds 

Hats off to Courtaulds. it is com- 
forting to see a management put 
shareholder needs above its own. 
The radical surgery 'announced yes- 
terday - »inng polymers, demerg- 
ing coatings and backing costs in 
the rump fibres business - was nec- 
essary, but by no means . guaran- ; 
teed. Indeed; in the absence of a bid 
it required management, initiative ■ 
to break the. log-jam. After all. the I 
share price dipped below the 
group's break-up value around a 
year ago and continued to felL But 
potential suitors, especially for 
. some of the attractive coatings busi- 
nesses, were scared off by the ugly 
: ducklings .ta the. fibres division. 

T he transparency and flexibility 
introduced can only result in fur- 
ther restructuring in both coatings 
and' fibres. Should this all have hap- 
pened sooner? Perhaps, but the 
management understandably hoped 
for. rescue from Tencel, touted as a 
new wonder fibre. When strong 
sterling and falling demand in Asia 
exti nguis hed this hope, there was 
nowhere left to turn. 

A 22 percent rally in the price to 
331 p is a good start, but there 
should he more to come. Net debt of 
' about £i70m will remain after sale 
of the polymers division, assuming 
a price around £250m. The strong 
market position of coatings will 
command a premium rating - say 
1.3 times sales, or £I.3bn. If the 
, troubled fibres business is put on 60 
per cent of sales, that adds up to 
around £500m. Take all that 
together, and a price nearer 400p 
seems reachable. It is not too late to 
be a buyer. 

Additional Lex co mment 
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The bright side of 
the Asian crisis 

For Investment tanks ftutf n^ithea^ttollapsednor . 
retreated tathefaceaf Asians econorifltr crisis, 
there have been golden opportunities. The man- . 
ber of deals is recovering, thanks to-lowerasset 
prices, increased demand far financial Expertise .. 
and moire liberal laws on foreign ownership. ' 
Bmiks' ^ also taking advantage of the crisis to ' 
hire high-calibre staff. Page 16 ^ .. 

Ciena settles to stay out in trant . . . 

The tetecomimmicatidns equipment industry Is. 
notoriously unwelcoming to startup companies, : 
but Baltimore-based Ciena Is" thriving. The six- ' 
year-old company; the market leader, in a new ' 
technology that will expandthe capacity of the ■ 
Internet without digging up miles of table, is ' 
how worth $4hn. Having pioneered the techool- V \ 
Qgy , the company has to fight off the challeng e 
of more established, rivals' Page 19 • . 

Shippers pray for rain bi Panama , . 

This year's dry season is proving to be bad hews 
for the commercial shippers that use the Pan- y 
ama CanaL.The canal watershed has lad 35 per. 
cent less rain than normal in the last year, . 
thanks to an El NUo-lndnced drought. With no ; 
significant rain expected until April or May and 
52m gallons of water pouring but with every 
shi p that transits, the canal authorities have 
had no option but to impose draught restric- 
tions on shipping. This wiH lead to increased , . 
costs and higher prices. Page 24. 

NIP Copper to cut Pinto ViHey output , 

BHP Cqpper, a subsidiary of RHP , the warid’e . . 
second largest copper mining company, is cut- 
ting copper production at its Pinto Valley mine . : 
complex in Arizona foam mare than 85,000 
tonnes a year to about 16.000 tqnnesbecauee of 
toe depressed copper prica Page 24 


Courtaulds 
shares rise 
by 20% 
over plan 
to demerge 

^Itonny Ui^jy London 

Courtaulds f • . . the. UK’s 
third-largest chemicals com- 
pany, yesterday announced it 
was splitting itself into three 
parts, in a move that immedi- 
ately" lifted its share price by 
more than. 20 per cent, despite 
.a profits warning and held 
dividend; 

'The group* whose shares 
had bees languishing com- 
pared, with those of other 
chemicals' companies because 
dt difficulties at its fibres busi- 
ness,. plans to sell its polymers 
business for between £2 00m 
and £300m ($835m and $50Gm). 
It al^o aims ,to seek separate 
stock-market hustings for its 
matings businesses. 
-^oriJrm Campbell/ chief 
w hoped the 
^WbU allov die group to 
attract joint-yentnre partners 
for both its fibres and coatings, 
businesses. , 

Mr Campbell said the value 
of the coatings bad been 
obscured by the difficulties in 
fibres. Based oh sales the coat- 
ings business is worth an esti- 
mated £L3bn, compared with 
Courtanld’s market’s capitalis- 
ation of £L35hn - and £l.lbn 
at Tuesday's dose - and 
break-up value for. the whole 
group of about £2bn. . 

Investment bankers said the 
coatings business, to be 
known as International Coat- 
ings, might still - attract a 
trade : buyer ahead of its 
planned n«Hwg Hite summer. 
They said there, was a good 
deal of interest in the busi- 
ness, pointing to Akzo Nobel, 
PPG of the US- and I Cl as 
potential buyers. - 
• The auction of the polymers 
business is also likely to spark 
fierce competition. Within 
hours of - the demerger 
announcement', Courtaulds 
bad received calls from four 
investment hanks about , the 
sale. Within the industry 
Pechiney. International; Car- 
naud WetalBox, Rexam and 
Atasuisse are seen: as likely to 
be interested. ■ 

Courtaulds will use the pro- 
ceeds from the polymers sale 
to witte down debt currently 
estimated to be running at 
£435m. Most of the group's 
remaining debt would be 
taken . on by Internationa] . 
Coatings, said Mr CampbelL 

The group said margins in 
the fibres business were stOl 
being squeezed by the 
strength of sterling and by the 
Asian crisis. 

Tencel, ■* the group’s new 
man-made fibre, would record 
a loss this year, thanks to stal- 
led buying in Korea and 
Indonesia, two of its most 
important mutate. 

In response to these difficul- 
ties, the group announced 500 
job cuts within the fibres busi- 
ness. Ibis would cut costs by 
£15m from April. 

Overall, the strength of ster- 
ling was set to reduce operat- 
ing profi t by £34m in the year 
to TWarrfi. the group said. 

Mr Campbell said Court- 
«iM< was aiming to complete 
the demerger by July, but this 
was “a tough target”. The 
group plans to issue the 
shares in Coatings Interna- 
tional to existing Courtaulds 
shareholders as a stock split. 

The group's advisers in the 
break-up are J-P. Morgan, 
Credit Suisse First Boston and 
Cazenove. ‘ 

Courtaulds shares dosed up 
5»%p at 331p. • 
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StanChart shrugs 
off Asian crisis to 
lift profits 11% 


By George Graham in London 

Standard Chartered, the 
London-based international 
bank, saw its shares jump 16 
per cent to 882p yesterday 
after it shrugged off the tur- 
moil in its core Asian markets 
to produce operating profits up 
11 par cent at £904m ($L51bn) 
last year. 

Malcolm Williamson, chief 
executive, said: “We have 
proven we can manage 
through difficult as well as 
buoyant times.’’ - 
■ The hank ’s shares peaked at 
1097p last August but have 
been battered since by its 
exposure to the Asian region, 
where it ™i<m two-thirds of 
its trading profits. The shares 
fell as low as 543p last month 
before recovering on takeover 
speculation. 

Yesterday’s results show 
Standard Chartered has suf- 
fered much less than expected 
from the economic crisis in 
Asia. 

An 18 per cent increase in 
customer loans and booming 
foreign exchange revenues off- 
set tighter Interest margins 
and a higher bad-debt charge. 
A loss of £43m on the sale of 
Mocatta, a bullion trading sub- 
sidiary, helped hold pre-tax 
profit s flat at £870m. 

Patrick Gfllam, chairman, 
repeated the bank’s denial that 
it was considering a takeover 

by Barclays or anyone else, 
and rejected suggestions of 

internal disagreement. 

“I wish to make it dear that 
we are not in discussions with 
anyone concerning a merger or 
a takeover. We have an excel- 
lent future as an independent 
banking group. This is the 


unanimous view of the Stan- 
dard Chartered bank board.” 

New provisions for specific 
bad debts rose 48 per cent to 
£20lm. and the bank added a 
£100m general provision 
against Asian risks. Releases 
of old provisions cut the net 
bad-debt charge to £156m. 

Cross-border exposure to 
South Korea, Indonesia and 
Thailand, the three countries 
which have received Interna- 
tional Monetary Fund assis- 
tance, totalled £L9bn, with a 
further £542m in local cur- 
rency lending. 

But in Korea, two-thirds of 
Standard Chartered’s bank 
exposure involved relatively 
secure trade finance, while in 
Indonesia 90 per cent of its 
bank debt was trade-related. 

Standard Chartered's expo- 
sure in Malaysia, where it 
owns a fall service local bank, 
is much larger, but is matched 
by a domestic capital cushion. 

The bank is interested in 
acquisitions, especially in 
Thailand and the Philippines, 
but the prices and conditions 
being asked are not yet 
acceptable. 

“So far the views of the sell- 
ers and governments have not 
converged with those of the 
buyers,” Mr 'Williamson said. 

Dealing profits surged to 
£852m from £192m in 1996. as 
foreign exchange volumes rose 
and spreads between buying 
and selling prices widened as 
many Aslan currencies fell last 
year. 

A final dividend of 13-25p 
makes I8,5p for the year, up 
from 14.5p in 1996. on earnings 
per share of 61.7p (55.5p). 
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pulp producer rejects rival’s hostile offer as inadequate I Siam 


i in $2bn bid for Avenor 


Cement 

reports 


By Scott. MotTfson In Toronto 

Canada’s- AWtibi-Consolidated, 
the : world’s , largest newsprint 
producer; yesterday launched 
a C$3bh (US*2h7bn) takeover 
bid for Avenor, .the Canadian 
recycled newsprint and pulp 
producer^ 1 reflecting -pressures 
fair consolidation in the frag- 
mented. NorthAmerican pulp 
and paper industry. . 1 

• Under the toms of the offer, 
which : Was- immediately 
rejected by Avenor as opportu- 
nistic and inadequate, Abitibi- 
Cdnsohdated would pay C$2bn 
In cash or stock to Avenor 
shareholders and assume 
abwrt C^lbn in debt. 

... James. ;Doughan, Abitibi ’s 


chief executive, said Avenor 
operations would form “an 
excellent strategic fit” with his 
company’s business and 
strengthen its position in the 
new s pr in t and groundwood 
paper sectors. 

“This is the right strategic 
initiative, at the right time, for 
the right reasons” be said. 

Avenor’s newsprint mills are 
in areas where . Abitibi 1ms 
operations, and consolidation 
would enable a merged opera- 
tion to save on transportation, 
purchasing, sales and adminis- 
trative costs. Abitibi said 
savings here could be worth 
C$140m a year. 

Fragmentation and overca- 
pacity in toe industry has left 


producers vulnerable to price 
volatility. 

Abitibi-Consolidated was 
formed last year with the 
merger of Ahitihi-Price and 
Stone-Consolidated. It was 
expected to result in annual 
cost savings of C J200m by 
June 1999. 

Abltibi’s takeover bid is con- 
ditional on it receiving two- 
thirds of Avenor’s shares. The 
two groups would form a com- 
pany with 17 paper mills in 
Canada, four in the US and 
one in toe UK. 

A merger would raise Abiti- 
bi’s newsprint capacity by 
L4m tonnes to a *>m an d ena ble 
it to sell an additional 1.1m 
towns* of brokered newsprint. 




Capacity for groundwood 
paper, used for newspaper fly- 
ers and glossy magazines, 
would remain at 1.5m tonnes- 
Pulp capacity would be about 
675,000 tonnes. 

The bidder said it would 
look for opportunities to sell 
□on-core pulp operations, with 
proceeds used to reduce debt. 

News of the takeover bid 
sent Avenor shares up C$7 to 
C$30.10 by midday yesterday, 
higher than Ah itihi-Consoli dat- 
ed’s C$28 per share offer. 

Abitibi-Consolidated’s share 
price fell 80 cents to CS18.85. 

Last year Avenor sharehold- 
ers rejected the company’s 
attempts to merge with Repay 
Enterprises, another Canadian 


forest products company, cit- 
ing Repap’s large debt. The 
failed merger led to toe resig- 
nation of Avenor’s then-chief 
executive, Paul Gagne. 

One-off charges of C$287m to 
cover asset write-downs and 
debt reduction left Avenor 
with a C$217m loss in 1997. 

The recently merged Abitibi- 
Consolidated, which is 25 per 
cent owned by Stone Con- 
tainer of the US. had reported 
that higher prices and lower 
costs enabled it to post record 
fourth quarter net warnings of 
C$40m, or C$0.21 per share. 
That compared with a C$4m 
loss that Abitibi-Price and 
Stone-Consolidated jointly 
posted a year before. 


autumn was well received by meti.es. Most fashion houses 
the fashion press, and the license manufacturing and dis- 
response from the group's tribution to other companies. 


Gianni Versace's sister Donatella, who took over as chief 
designer after his murder, will unveil her second ready-to-wear 
collation in Milan tomorrow pear* nui Meaner 


record 
Thai loss 


By WBHam Barnes 
in Bangkok 

Siam Cement has suffered toe 
biggest deficit by a Thai com- 
pany, foreign exchange losses 
pushing it $lJ2bn into toe red 
last year. 

The full-year results also 
show that attempts by toe pet- 
rochemicals-to- paper group to 
export its way out of trouble 
after a turndown in the domes- 
tic market may be proving 
difficult 

Sales for the year rose 4 per 
cent but in toe fourth quarter 
fell 3 per cent 

Chumpol Na Lamliang. pres- 
ident said the net consolidated 
losses were unprecedented 
because of special circum- 
stances. For toe first time in 20 
years there would be no divi- 
dend payout he added. 

Like most other Thai compa- 
nies. Siam Cement had decided 
before last July's flotation of 
the baht that the risk of toe 
13-year-old peg to toe dollar 
being cut did not justify hedg- 
ing costs. The result was spec- 
tacular. Only by reversing a 
policy of valuing assets conser- 
vatively has toe group avoided 
declaring a negative net worth 
- which might have created 
problems for some lenders. 
Assets have been written up to 
market prices - a gain of 
Bt&O.lbn ($2.06bn) or a 75 per 
cent rise In net asset values. 

If the foreign exchange 
losses, which amounted to 
Bt56.3bn, were predictable, a 
campaign to increase exports 
of petrochemicals, pulp and 
paper and car parts has so far 
been disappointing. “They 
really rode the wave of domes- 
tic expansion and they've been 
very firmly entrenched in this 
market. It is not that easy to 
snap out of it," said Mr Eric 
Uchida-Henderson, an analyst 
at ING Baring Securities. 

Excluding exchange-rate 
losses the group would have 
made a profit of Bt3.75m, com- 
pared with equivalent earnings 
Of Bt8.79m in 1996. 

“Our creditors are confident 
that Siam Cement ran finance 
its debt burden and many are 
ready to roll over some of their 
loans,” Mr Chumpol said. 

Some $1.2bn out of debts of 
$4.2bn fall due this year. 

Domestically, Siam Cement 
may be able to exploit the 
weakness of rivals in the 
ceramic tile and steel sectors, 
as well as in cement-making. 
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Warsaw eyes 
loosening of 
tender rules 


Asia 


By Christopher Bobinski 
in Warsaw 

Poland’s public procurement 
procedures will have to be 
adapted to make it easier for 
foreign investment banks to 
bid in tenders for privatisa- 
tion work, Alicja Koraasiew- 
icz, deputy treasury minister 
responsible for forthcoming 
disposals, said yesterday. 

Ms Kornasiewicz is han- 
dling the privatisation of 
LOT. Poland's national air- 
line. as weD as the Dotation 
of Pekao SA h ank , one of the 
country's largest banks. 

However, Ms Kornasiewicz 
— who ramp to the ministry 
from the EBRD at the 
request of Leszek Balcerow- 
icz, Poland's deputy premier 
and finance minis ter - has 
defended the treasury's han- 
dling of the controversial 
tender for an adviser to the 
$2bn sale of Telekomunl- 
kacja Polska SA the state 
telecoms company. 

The tender, which was 
won by Schrodezs, drew a 
protest from a consortium 
made up of CSFB, Deutsche 
Morgan Grenfell and the 
local PKO BP bank. Foreign 
bankers were also angered 
after four of the nine bids 
tendered were disqualified 
for technical reasons. 

“Nobody was disqualified 
for unimportant reasons." 
Ms Kornasiewicz said, 
answering criticism that 
Poland's law requires bid- 
ders to provide evidence that 
they regularly pay their 
employees' insurance contri- 
butions and that the senior 


management have no crimi- 
nal record. 

“The banks were not per- 
mitted to pursue their bids 
because they failed to pro- 
vide assurances required by 
Poland's public securities 
law." she said. 

Ms Kornasiewicz said the 
disqualified banks Tailed to 
provide assurances that 
there would be no conflict of 
interest with other projects 
if they won the mandate. 
They also refused to sign a 
framework agreement, 
which indemnifies the gov- 
ernment for the sale. 

“The US banks have the 
greatest problems with the 
latter issue," Ms Kornasiew- 
icz said. She added, however, 
that final responsibility for 
the completion of the sale 
was with the treasury minis- 
ter. “After all, it Is the minis- 
ter who signs the privatisa- 
tion prospectus and takes 
responsibility for the dis- 
posal," she said. 

Ms Kornasiewicz will ask a 
special committee set up by 
Mr Balcerowicz to simplify 
the procurement law. "It was 
written to e limin ate fraud- 
sters at the level of local 
companies bidding for small 
building contracts." she said. 
“Of course, you can't ask a 
major foreign investment 
b ank to prove it is up to date 
with its tax payments." 

The treasury would also 
like to see procurement pro- 
cedures loosened to allow 
officials greater freedom to 
choose the best offer without 
having to attach so much 
weight to the lowest bid. : 



aftei^ocks _ 

A sia's economic crisis 
has silver linings 
and golden opportu- 
nities for the investment 
banks which neither col- 
lapsed nor retreated. 

Deals, both within the 
region and involving outside 
partners, are recovering. 

Corporate financiers see 
three main drivers for activ- 
ity: lower asset prices and a 
greater willingness - or need 
- to consider offers: 
increased demand for exper- 
tise to deal with complex fin- 
ancing problems: and liberal- 
isation of laws on foreign 
ownership. 

But they warn that North 
Americans and Europeans 
need to tread carefully to 
avoid coming across as “ugly 
foreigners" and not to under- 
estimate the prospects of 
backlash. 

Lower prices have cer- 
tainly caught potential buy- 
ers’ attention. “If something 
was worth Si bn yesterday, 
and it's now only worth 
I 550m, it's quite exciting," 
according to the head of a 
UK-based investment bank. 

Stephen Stonefield. Credit 
Suisse First Boston's Pacific 
region chairman, says: “US 
multinationals are actively 
pursuing opportunities, 
looking for ways of access- 
ing markets which were 
denied to them in the past 
They are more interested 
than the Europeans, possibly 
because they have a greater 
orientation to the Pacific." 

Mark Dowie, head of cor- 
porate finance at Jar dine 
Fleming, also points to buy- 
ers from Hong Kong. Singa- 
pore and Taiwan - which 
have escaped relatively 
unscathed - who are 
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actively shopping in more 
troubled parts of the region. 

Gary Coull. chairman of 
Credit Lyonnais Securities 
Asia, notes: “A lot of Asia is 
up for sale, and for the first 
time in many years trade 
buyers will pay more than 
the market for most thing s. 
So the M&A function of 
matching trade buyers and 
sellers will be very impor- 
tant" 

Advice to clients has 
become far more valuable, 
according to Mr Coull. 
“Whereas in the past compa- 
nies had a pretty dear idea 
of whether they were going 
to do debt or equity, and it 
was really a case of shopping 
around for the best deal, the 
financing options are now 
much more complicated." 

He adds: “That is because 
there isn't a lot of conven- 
tional banking credit, and 
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while there is junk bond or 
high yield money, those 
sources are not easy to tap. 
Some owners are facing 
trouble where they have 
pledged shares in one com- 
pany as security in another. 
So the financing solutions 
those people need are now 
very different" 

Mr Dowle expects a wave 
of deals in the 550m to $200m 
range, with buyers taking 
majority or significant 
stakes that wouldn’t have 
been available before. 

Mr Coull says: “Invest- 
ment banks that can offer a 
range of options will benefit 
- the American h o uses or 
some of the bigger European 
banks. I would see a consoli- 
dation of the business going 
to fewer houses that offer 
better total solutions." 

“Business flows - have 
changed and will continue to 


change," says Sevan Watts, 
chief operating officer of 
Merrill Lynch Asia Pacific. 
“There will be more advisory 
work, and although It isn't 
necessarily very remunera- 
tive it keeps you in the deal 
process." 

Mr Purcell not only 
expects his bank to use its 
expertise in a different way. 
but also sees the crisis as a 
chance to hire high -calibre 
staff, particularly local 
nationals. 


O thers have had the 
same idea. At Pere- 
grine, the collapsed 
investment bank, Francis 
Leung pioneered mainland 
China share Issues and 
became known as “the 
father of red chips". 

He is moving to Banque 
Nationals de Paris, which 
plans to buy Peregrine’s 




greater China business, and 
will take much of the China 
pipeline with him. 

Banco Santander has done 
the same with a carefully 
selected team from other 
parts of Peregrine's Asia 
businesses. 

In October. Salomon Smith . 
Barney hired Guo Chang 
Huan as managing director 
and co-head of Asia- Pacific - 
investment banking from 
BZW Asia. It has since been 
named joint lead manager of 
a 5125m exchangeable bond 
for Shanghai Industrial 
Holdings, the first equity- 
linked issue to be launched 
this year. 

Yet potential buyers need 
the goodwill of local part- 
ners and regulators. “It’s not 
possible Just to trample in 
with an open chequebook," 
Mr Dowie says. Investors 
needed to remember that 


“it's perfectly possible for 
some of these liberalising . 
measures to he reversed". 

. One European investment 
hank ’s head of corporate 
finance warns: “There is a 
- big risk' that, foreign busi- 
nesses will be seen as 
. exploiting local difficulties. 

- “We are moving from the 
phase of financial shocks to 
real economic and social 
pain, - and there is a 
corresponding danger of a 
backlash against foreign 
i n terests."- 

Clay Harris and 
John Ridding 


This is the last in a series 
on the effects of the Asian cri- 
sis. ... Previous articles 
appeared on January 27,28 
and 30 dad February 4,6,10, 
11, 19 and 20. 
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PRE-TAX PROFITS RISE BY £254 MILLION 

£189 MILLION CAPITAL RETURN 
TO SHAREHOLDERS 


41% increase in Pre-tax Profit 

18% increase in Net Asset Value 
(including life embedded value) 


1997 

£872 m 

£2,930m 

319p/share 


1996 

£61 8m* 

£2,48 lm* 
273p/share* 


• 15% increase in proposed full year dividend 11.5p/share lO.Op/share 

• Proposed return of capital represents 20.5 pence per share 

“restated lor revised treatment of equalisation reserves 

Comments by John Robins, Group Chief Executive: 

“In 1997 the Group made a pre-tax profit of £ 872 million (1996: £6 18m) including total investment 
returns of £1,024 million (1996: j£715m) and combined general underwriting losses and life transfers of 
£l 14 million (1 996: £ 40m loss). Over the past five years, the growth in Net Assets per share, including the 
amounts paid in dividends, was 146.3 per cent. The increase in the FTSE All Share index was 115.8 per cent 
over the same period. 

“The Group has always been determined to ensure that its capital resources are actively managed. As a part 
of this process, following the announcement of the acquisition of PPP healthcare group in December 1997. 
we have considered the Groups capital position and likely future capital requirements. The Board has 
decided to return 20.5 pence per ordinary share (approximately £189 million), by way of a bonus issue of 
redeemable ‘B‘ shares and a consolidation of ordinary shares which will reduce the number of ordinary 
shares in issue by 4.7 per cent. These proposals are subject to shareholders’ approval, which will be sought 
at an EGM on 28 April 1998. At the ACM on 28 April 1 998, we will again seek shareholders’ approval to 
renew our authority to purchase shares in the Company as and when appropriate.” 

UNAUDITED RESULTS FOR THE TWELVE MONTHS ENDED 31 DECEMBER 1997 

Issued by Guarduan Royal Exchange pic and approved by Cazenove & Co., 
which is regulated by the Securities and Furures Authority and is a member of the London Stock Exchange 
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No.00t>*84of 1SW7 
IN TOE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 

IN THE MATTER OF 
LAKELAND INVESTMENTS 
LIMITED 

- nod - 

CVTHE MATTER OF THE 
COMPANIES ACT I9SS 
NOTICE IS HEREBY GIVEN tat ta 
order of ta High Coon of Junto 
'Chancery Dtwnan) dual 4 Mntay 1988 



NewenkapuiiynaNEM 158 
SoUdroa for die Pcmtooer 

Reference EIM/LA 128007 


SECTIONS 

waxes raxsrxv act i*»i 
ENYIRO-Lomc LIMITED 
Notice l» pven tat on 12.02.98 En»tto- 
Lofje Lid of 42-16 Weymouth Street. 
London WIN 3LQ applied to the Director 
General of Water Service* for n 
tppomoocin at a water ondeinkcr to 
replace Hamel Wins Uulme* Limited in 
raped of ta area in die ElM Mdc of The 
Gieeewicfe Pmtada, London SETQ, known 
u the Greenwjcii MUletoom Silo, « 
proem ri ute ownership of Engluh 
Panncchlpa. The ipphatlon a mute biilw 
cucnutanaa described by Section ?i4KM. 



Italian j 
on the a 

By Paul Betts in Mian 


Bulgari. the world’s thir d- 
largest jeweller after Cartier . 
of France and Tiffany of the 
US, is s tallrin g acquisition 
opportunities to strengthen 
itself in the international 
luxury goods market. 

Francesco Trapani, the 
Italian listed company’s 
chief executive, said Bulgari 
was interested in acquisi- 
tions and had considered 
"some interesting ventures". 

However, the Rome jewel- 
ler had so far found all 
potential takeover opportu- 
nities too expensive. “We 
looked at Valentino but the 
price was not justified for 
us," Mr Trapani said. 

He added that the fashion 
house, which was acquired 
by the HDP holding group, 
would have made a good 
match with Bulgari’s jewel- 
lery and new diversified lux- 
ury goods ranging from per- 
fume to ties. 

With L80bn (S45m) in cash 
at the end of last year and 
net assets of about L400bn. 
Mr Trapani said Bulgari 
could spend L400bn-L500bn 
on acquisitions. 

The company has con tin- . 
ued to perform strongly and 
is expected soon to report 
preliminary figures showing 1 
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Francesco Trapani: has 
L400bn-L500bn to. spend - 

net profits rising from 
L57.7bn in 1996 to more than 
L75hn last year, on a 27 per 
cent increase in revenues to 
L573bn. Since its flotation in 
1995, Bnlgari's market capi- 
talisation has risen from 
L600bn to about LSjOOObn. 

Although Mr Trapani was 
worried by the situation in 
Asia, he was encouraged by 
the continued resilience of 
the Japanese market for Bul- 
gari products- ‘The perfor- 
mance in Japan so for this 
year is very .positive 
with double-digit growth," 
he said. In contrast, 
Hong Kong was causing the 


company the greatest con- 
cern. 

Asia accounted for about 
32 per ceit of Bulgari's sales 
last year, with Japan taking 
the lion's share of 20 per 
cant As a result only 7-S p^- 
cent .of the overall Asian 
market was not perfbnnlng 
as well as was hoped. Mr 

Trapani ex plain ed 

Sales in Europe and the 
Middle East which account 
for about 43 per cent of the 
company’s total revenues, 
were also performing 
strongly in the first two 
months of this year. 

The Bulgari chief execu- 
tive was confident the com- 
pany would continue to 
maintain strong growth 
rates in the next three years 
because of its expanded 
product portfolio. 

Bulgari this week Is 
launching a new perfume in 
London and is finalising an 
agreement with' a* leading 
china - and tableware manu- 
facturer to produce its own 
tableware. 

The company is modelling 
itself on Cartier. “Soon we 
will -have the same portfolio 
of products as Cartier with 
- the exception that we sell 
ties, they don’t and they sell 
cigarettes and we don’t,” Mr 
Trapani said. 




W*»y 2a 1991 After tad, 


pneetri wi* te accemry mfo uj 

Mj iariiloa •* «*piol berate ■ 
mruitaeaswdareiadftrODRc 
f« feEtokfcsorCMF. 

toul «d OTMtaBag «« 

beCtatvch CtaoBdMna Dmc. 

BcnAoidea tadd cam* 
telkrau aj CbnAtu of te Btab 
>■ te Oflarin Grata 
taaiMty 7.197? far specific provi- 


wnrfitn to ta Bondi. 

raCtataWta 

UJCHMCO by: anSANK, HA. 
arM*torfC»v«aisB4pw 
ftbra*72&t9tt 


CREDITANSTALT 

BANKVERHN 

USS100, 000,000 
Subordinated Collared 
Floating Rate Notes due 
2005 

f'^rice Is hereby 0oen fiat far 
the interest period 26 February 


notes will carry an interest rate 
of 5.40625% per annum 
Interest payable on 26 Augast 
J99S to USS27I.8I 

perOSSl0.000_aaeand 
US$2,718.14 per.UStmOOO .. 
note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan - 
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Like Joe, 
we’ve grown 
steadily 
this year. 


This year, like Joe, Standard Chartered has notched 
up another year of steady growth. 

And while Joe has been developing into a force 
to be reckoned with, we have been getting to 
know our customers better, improving credit quality 
and restructuring our businesses .to harness the 


Trading profit 


94 

95 

96 

£499m 

£654m 

£81 8m 


97 

£904m 


underlying strengths of our international network. 

Because of our long history and deep-rooted 
knowledge of our local Asian and African markets, 
•we remain confident and look forward to continuing 
success in the future. 

Just like Joe. 


Standard £ Chartered 


■* 







Generale des Eaux and Havas in talks 


By Andrew Jack and 
David Owen in Paris 

The prospect of a takeover of 
Havas, the French media 
company, by Coxnpagnie 
G£n&rale des Eaux strength- 
ened yesterday when the 
two groups confirmed that 
they were in talks over a 
“tie-up”. 

Both groups said discus- 
sions were under way and 
proposals would be made at 
their respective board meet- 
ings and works councils on 
March 9. 

The comments - the first 
official confirmation of such 
a move - come after growing 
speculation in the last few 
months that Generate des 
Eaux would take full control 
of Havas following its acqui- 
sition of a 30 per cent stake a 
year ago. 

The companies yesterday 
made clear "the terms that 
could be set for this opera- 
tion will not take account of 
share movements after the 
stock market close of Febru- 
ary 24". 


Generate des Eaux. which 
owns a diverse range of con- 
struction and environment 
service businesses, has 
focused more on its media 
and telecommunications 
activities since the appoint- 
ment of Jean-Marie Messier 
as chairman in 1996- 

In February last year he 
launched a complex opera- 
tion that gave Generale des 
Eaux a 30 par cent stake in 
Havas, which in turn 
acquired a dominant 34 per 
cent stake in Canal Plus, the 
French pay-TV group. 

His aim appears to be to 
create a vertically integrated 
media group, combining 
Havas 's publishing expertise 
and Canal Plus's broadcast- 
ing activities with Generale 
des Eaux’s telecoms busi- 
nesses. 

Eric Licoys. who has 
known Mr Messier since 1990 
when they both worked at 
Lazard Freres, the invest- 
ment bank, was subse- 
quently appointed managing 
director of Havas, and has 
begun a programme of 



Focus on media: Generale des Eaux chairman Jean-Marie Messier 


restructuring and asset 
sales. He has been tipped as 
a successor to Pierre Dau- 
zier, th e chairman 
Adam, a minority share- 
holders* organisation, 
launched legal action 
against G6n§rale des Eaux. 


arguing that the group had 
directly and indirectly 
acquired more than one- 
third of the shares of 
Havas, which under French 
stock exchange rules should 
force it to make a full take- 
over bid. 


However, in a move which 
has helped to dear the way 
for a tie-up on terms deter- 
mined by Generate des Eaux, 
the Paris appeals court last 
week rejected Adam's case. 

Colette Neuvflle, head of 
the organisation, said yester- 


day that Adam would push 
for Havas shareholders to 
receive a substantial cash 
dividend ahead of any 
merger, and was considering 
mobilising TnniArifias to vote 
against the plans if the 
terms were not sufficiently 
attractive.' 

Since taking charge of 
Generate des Eaux, Mr Mes 
sier. has tried hard to raise 
tiie. profile of the once secre- 
tive group. He recently dis- 
closed plans to change its 

nftmp 

The group is also shortly 
to move its headquarters 
across Paris, out of the dis- 
creet Rue d 'Anjou to a more 
prominent building not far 
from the Arc de Triomphe. 

Generate des Eaux has 
also been helped by the feet 
that the French left-wing 
government's new draft law 
on media ownership - which 
is not. due to be debated 
before the autumn - has 
been diluted' and appears 
unlikely to place a cap on 
control that would hinder 
Generate des Eaux’s plans. 


Stena warns of reorganisation charges 


By Tim Burt in Stockholm 

Stena Line, tbe Swedish ferry 
operator, yesterday ann ounced a 
return to profit but warned that fur- 
ther restructuring of its English 
Channel operations would under- 
mine its 199S performance. 

The ferry group, which is merging 
its short-sea Channel operations 
with P&O of the UK, said it would 
incur substantial reorganisation 
charges this year as the two compa- 
nies reduced their combined fleet 
from nine to six ships and sought 
1,000 redundancies. 

"We expect the joint venture with 
P&O to generate annual cost savings 
of £75m ($l24m), but we will not see 
the full benefit until next year." said 
Bo Lerenius. chief executive. 


He was speaking after Stena 
reported pre-tax profits of SKrlSlm 
($l8.8m) for 1997. compared with 
losses of SKr444m tbe previous year. 

Tbe results, achieved on sales up 
from SKr9.21bn to SKr9.75t>n, were 
helped by capital gains of SKrl49m 
on the sale of Harwich International 
Port in the UK! But they remained 
below the SKr201m profit in 1995 and 
the SKr502m gain in 1994. 

Stena has - like other cross-Chan- 
nel operators - been badly hit by the 
Channel Tunnel between Britain and 
France and intense price competi- 
tion with EurotunneL 
Silja, the Finnish shipping group, 
has already announced plans to 
withdraw from passenger operations 
between Ramsgate and Belgium - 
operated by its Sally subsidiary. 


Mr Lerenius, nevertheless, said 
the market for cross-Channel travel 
was still growing and predicted that 
the P&O Stena Line joint venture 
would capture a greater share of 
total traffic. 

The European Commission and 
UK government have given a condi- 
tional go-ahead for the venture for a 
trial period after more than a year of 
lobbying by the two companies. 

The Stena chief executive said the 
joint venture could begin operations 
next month, although he declined to 
predict the likely restructuring 
charges involved. 

Last year, the company reported 
earnings per share of SKrl.10. com- 
pared with losses per share of 
SKrS.20 in 1996. 

Even so. the board has again 


decided not to propose a dividend. 

Stena’s most commonly traded B 
shares closed down SKr0.80 at SKr2S 
in thin trading. 

• Swedish shipping company ICB 
has agreed with Obella Finance 
Company to extend an agreement 
about its acquisition of Greece’s 
Astro Tankers, Reuters reports from 
Sto ckh olm. 

ICB said the agreement would take 
effect on April l. the. date when the 
previous one expires. It would run 
until December 31 but could be 
extended. Under tbe agreement. Obe- 
lla would receive 11.85m newly 
issued ICB shares, or 29!6 per cent of 
the share capital, as payment for 
Astro Tankers. The deal is condi- 
tional upon approval by a majority 
at an ICB shareholders' meeting. 


Mediobanca to launch a 
vintage bond for bibbers 


By Paul Betts 

Mediobanca, the secretive 
Milan merchant h ank at the 
heart of Italy’s salotto buono 
Of high finance and business, 
will next week launch a new 
type of bond offering a truly 
liquid return. 

The novel issue will mark 
the debut on the bond mar- 
ket of Brunello di Montal- 
cino. one of Italy's finest and 
most expensive wines, pro- 
duced in the hills of Tus- 
cany. The Ll5bn ($8.4m) 
bond issue will include war- 
rants entitling holders to 
acquire cases of Brunello 
produced by Marcbesi Anti- 
nori. one of the world's old- 
est and noblest wine-produc- 
ing dynasties. 

The idea is to many the 
special financial needs of the 
wine business with those of 
wine-drinking investors. 

Wine-making has tradi- 
tionally been a highly 
capital-intensive business 
with a long and slow return 
on investment. Wine-makers 
have also found it difficult to 


gain direct access to the cap- 
ital markets. 

Mediobanca says Antinori 
will immediately qualify for 
a loan from the proceeds of 
Hie bond sajes-As-the terms 
of the loan will be linked to 
those of the bonds. Antinori 
will be able to raise money 
well below normal market 
rates. 

Banks in Italy will offer 
the bonds for sale in Llm 
units. The bonds will mature 
in three stages, with one 
third redeemed in September 

2000, one third in September 

2001, and one third in Sep- 
tember 2002. This phased 
system is designed to coin- 
cide with the maturation of 
the Brunello wine Antinori 
has laid down in its cellars 
at Montalcino. 

Holders of the bonds will 
be able to exercise their war- 
rants at each maturity date 
to buy one case of six bottles 
of five-year old Brunello 
made from the grapes grown 
at Antinori's Pian delle 
Vigne vineyard in Montal- 
cino. They will pay whole- 


sale prices for wines tradi- 
tionally marked up by 4050 
per cent. Bottles of very 
good Brunello can fetch 
L50.000 or more in Italy. 

The wine linked to the 
bond will represent a small 
portion of the vintage con- 
cerned, with the rest being 
marketed through the wine 
trade. In recent years. Bru- 
nello has become increas- 
ingly popular in the US, as 
well as in Germany. Switzer- 
land and Britain. 

The new bonds will also 
carry a regular 2 per cent 
coupon, about 25 per cent 
less than a conventional 
bond. However, exercising 
the warrants is expected to 
more than offset this short- 
fall against market rates. 

Although the actual pre- 
mium cannot be quantified 
at present. Mediobanca says 
the average prices of Bru- 
nello for the 1995. 1996 and 
1997 vintages are expected to 
be high. Wine cognoscenti 
are expecting the 1997 vin- 
tage in particular to rank 
among the best this century. 


Viag looks for 
acquisitions in 
electricity sector 


PIRAEUS FINANCE 

FINANCIAL AND CONSULTANCY SERVICES S-A 

ANNOUNCEMENT 

OF A REPEAT PUBUC AUCTION FOR THE HIGHEST BIDDER 
FOR THE SALE. AS A WHOLE. OF THE ASSETS OF 
“INTERNATIONAL GARMENT INDUSTRY SA." 

NOW UNDER SPECIAL LIQUIDATION 

PIRAEUS FINANCE SJ. IWtobliUt ctf i n Athens al jll Amalias inJ S Souii Siren i in iis <apaxi:-, a-, special s^iiiWiu i«r 
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By Ralph Atkins 
.in Bonn 

Viag. the Munich-based 
energy and industrial con- 
glomerate, yesterday said it 
was likely this year to make 
a number of acquisitions in 
the electricity sector as it 
revealed operating profits 
jumped more than 15 per 
cent in 1997 to DM2.8bn 
(Sl-55bn>. 

Concentration in Ger- 
many’s electricity market 
was "an inevitable conse- 
quence of liberalisation", 
said Georg Obermeier. chair- 
man. “There will be a shake- 
out We have 700 electricity 
companies in Germany at 
the moment. In the future 
there will be less." 

Germany’s new electricity 
legislation is expected to win 
final parliamentary approval 
soon with liberalisation tak- 
ing effect from next year. 
Viag is likely to focus on 
acquiring stakes in munici- 
pal electricity providers, 
although its holdings in Bav- 
aria and Thuringia may be 
limited to 25 per ceot by car- 
tel laws. 

Such moves would follow 
the decision last year by 
Bayerawerk, its electricity 
subsidiary, to take a 26 per 
cent stake in Bewag. the 
Berlin electricity utility. 

Sales increased by 21 per 
cent last year to DM49^bn, 
partly due to acquisitions. 
But as part of on-going 
restructuring, Viag disposed 
of businesses with sales of 
DM4.1 bn. Mr Obermeier said 
disposals on a similar scale 
were possible this year. 

For the year, the group is 
proposing a DM2 increase in 
its dividend to DM14 a share. 
It said almost all divisions 
contributed to last year’s 
profit increase and expected 
results “to improve again 
slightly" in 1998. 

Mr Obermeier did not rule 
out profits improving by 



Georg Obermeier expects 
further rises in 1999 

between 5 and 10 per cent. 

Viag said start-up losses in 
its nascent telecommunica- 
tions operations were expec- 
ted to reach DM550m this 
year, compared with 
DM350m in 1997. 

Mr Obermeier said Viag 
Interkom. its joint venture 
with British Telecommunica- 
tions and Telenor or Norway, 
is expected to start fixed line 
operations from May for resi- 
dential customers and in 
June for businesses, a few 
weeks later than expected. 

Its planned integration of 
fixed and mobile services 
will not start until early 
1999. Mr Obermeier said 
Viag Interkom would never- 
theless “certainly” be the 
first in Germany to offer the 
integrated services. 

The telecom start-up 
losses include Viag’s 
involvement in building 
Austria's third digital mobile 
telephone network 


Market 
talk lifts 
Italian 
banks 

By Paul Betts bi MBan 

Italian banking shares 
continued their rise yester- 
day as preliminary results 
confirmed a trend of grow- 
ing profits and speculation 
intensified about further 
consolidation. . . 

Rolo Banca, the Bologna- 
based banking group con- 
trolled by Credho Italiano, 
reported a 26.5 per cent 
increase in net profits for 
1997. to L5I6bn ($290m), 
with its return on equity 
climbing from 1L7 per cent 
in 1996 to 14 per cent last 
year. 

Banca Commerdale Ital- 
ians, the privatised Milan 
bank, saw net profits np 
nearly li per. -cent, to 
L378bn, while • Banco 
Ambrosiano Veneto. now 
Banca Intesa following its 
recent merger with the Cari- 
plo savings bank, reported 
an 18.5 per cent gain in net 
profits to L202bn. 

Meanwhile, hopes also 
grew that the banking 
industry will reach a 
new national wage 
agreement with its unions 
designed to reduce staff 
costs, which are still well 
above the European banking 
industry average, as well as 
introduce greater labour 
flexibility: 

Hie new labour agreement 
is regarded by many leading 
Italian bankers as a prereq- 
uisite to tbe success of 
future mergers, which win 
depend on extensive 
restructuring. 

Since this month’s merger 
agreement between Istituto 
San Paolo di Torino, Italy’s 
largest commercial bank, 
and nvn, the Rome banking 
group, the pace of consolida- 
tion has intensified. ” 

Gianni Zandano, San 
Paolo’s chairman, also reit- 
erated this week that hix 
bank’s merger with IM1 was 
an interm e diat e step which 
could eventually lead to an 
even broader concentration. 
The Turin bank has said * he 
door remains -open for other 
commercial banks to join 
the new San Paolo-IMI 
group. 

Mr Zandano also indicated 
that San Paolo remained 
interested in a possible 
involvement of Gredito Ital- 
iano with the new San 
Paolo-IMI group. Credito 
Italiano made tentative 
advances to San Paolo just 
before the Turin bank 
approved the IMZ deaL 

In Milan, . Rolo Banca’s 
shares climbed LG 6 7 to 
L3S.826; BCI was ahead 
L369 to 8,225; Banca Intesa 
rose L145 to 7.974; IM1 
closed up LI, 438 at L24.700: . 
and San Paolo £ Torino was 
ahead LL267 at L20.490. 
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ABB set to defend dams 


By Wiffiam Hall in Zurich 

Goran Lindahl, chief 
executive of ABB. the inter- 
national engineering group, 
is expected to tty- to counter 
the growing criticism of his 
strategy of chasing big low- 
margin hydro-electric dam 
contracts when ABB holds 
its annual press conference 
today. 

ABB's aggressive pursuit 
of high-profile hydro-electric 
power projects, particularly 
in Asia, has come under 
increasing fire since last 
year's postponment of the 
Sobn Bakun dam project in 


Malaysia - the biggest con- 
tract in ABB’s history. 

ABB has already 
announced it will take a 
SlOOm provision on the con- 
tract 

When ABB first won the 
Bakun project h was seen as 
a personal triumph for Mr 
Lindahl, who has committed 
himself to increasing the 
group's sales growth, partic- 
ularly in Asia. 

However, the project’s col- 
lapse. combined with grow- 
ing environmental criticism 
of ABB’s involvement In 
other dam projects, such as 
China’s Three Gorges, has 


raised questions about the 
wisdom of Mr Lindahl's 
strategy. 

The Bern. Declaration, a 
Swiss environmental group, 
yesterday issued a 25-page 
study entitled "High risk - 
low return?", by Eco-Asia 
Consultants of the UK. 

The study argued that 
ABB’s shareholders had 
"good cause” to question 
ABB’s continued commit- 
ment to large-scale hydro 
projects. 

ABB's shares, which have 
fallen 23 per cent from last 
year’s peak.' rose SFr20 to 
SFr 1.890 yesterday. 


EUROPEAN NEWS DIGEST 
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Amer directors 
face prosecution 

Six directors and former board members of Amer , the 
Finnish sporting goods man ufac turer,. are to be prose- 
cuted over tbe delayed publication of a profits warning 
1996. The public prosecutor's office in Helsinki announced 

yesterday that it would press charges against Timo Pel- 
tola. Amor's former chairman, and Raimo Taivalkoski, i 
former executive, ©reran alleged breach of securi- 
ties markets’ regulations. 

’Four wisHng Amer directors - Tauno Huhtala. Pekka 
Kalnalainen, OUe Koskinen and Tlmmo MaasUta - have 
also been charged. The Helsinki stock exchange last 
autumn fined the company FM10Q,OOO ($18,000) in connec- 
tion with the affeir. although the company has denied an; 
wrongdoing. The case centres on a six-week delay » issu- 
ing a profits warning during the first half of 199b. wnicn 
prosecutors allege contributed to a false market in Amer 
shares. At the time. Amer warned that it would meura 
FMiiSm loss in the first four m o n ths of 1996. compared 
with a FM ^tn profit over the same period of 1995. Since 
then, it has restructured its brands, including Wilson golf 
and i*nrrf« equipment, and sharply reduced its con t inui n g 
losses. Ttm Burt, Stockholm 

FRENCH RETAILING 


Garrefour up despite Asian crisis 

Net profits rose 15 per cent to FFr3. 6bn ($596m) at Carre- 
four. the F renc h retailer, last year In spite of substantial 
exceptional provisions to cover the effects of the Asian 
crisis. Daniel Bernard, chairman, said the problems in 
Asia would not affect its commitment to the region, as he 
unveiled one-off charges of FFr450m, partially offset by 
capital gains on disposals of FFT429m. 

■ Carrefbur, which operates 30fr hypermarkets worldwide 
Rao io in south-east Asia, ft has a further 10 spread 
between Taiwan, China, South Korea and Hong Kong. Six 
out of Carrefour’s 33 store openings last year were in 
south-east Aida, and Mr Bernard said the group would go 
flh»aH with a plan to inaugurate a hypermarket in Indon- 
esia during 1998. Sales across the group rose 9 per cent to 
FFrl69bn- .’ 

■ Rally e. the “white knight" brought in to save the 

French retailer Casino from a hostile bid by its rival Pro- 
modes, has gained control of 538 per cent of Casino at tbe 
end of its bid. Andrew Jack, Petris 

FINNISH ENGINEERING 


Flat performance at Valmet 

Vaimet, the Finnish f ores tr y machinery and engineering 
group, yesterday reported flat foil-year profits following 
weakening demand and lower volume deliveries in some 
of its core markets. The group, which mainly manufac- 
tures paper-making machinery and power transmission 
equipment, unveiled pre-tax profits up from FMLOSbn to 
FMlA4bn (|208m) on modestly Increased sales of 
FM32L3bn test year. Tins compares with FMlL8bn in 1996. 

The figures were flattered, however, by one-off restruct- 
uring gains of FM20Qm; underlying profits fell from 
FM1.06bn to FML02bn. Although all four of Vahnet’s oper 
atirig divisions remained profitable, the company said 
income in its board machinery .business was unsatisfac- 
tory, while profits in the automation division were 
adversely affected by ihcreased competition and product 
development spending. Earnings ^per share slipped from 
FM10.2S to FMia.08. A dividend of FM3.50 has been pro- 
posed^ up.from f^^ i996r . / Tim Burt 

PHARMACEUTICALS V 


French drugs dup advance 

Two French pharmaceuticals companies yesterday 
reported improved net profits. SanofLthe larger of the 
two. unveiled a 10 per cent advance from FFrl.74bn to 
FFil.92bn (5318m) In 1997 net earnings, on sales up 9 per 
cent to FFr25.7bn. Last year's performance was helped by 
the sale of non-strategfc businesses, which released a cap- 
ital gain of FFr45Qm charged at what the company 
described as a low tax rate. 

Synth61abo announced a 15.8 per cent advance from 
FFr950.7m to FFrl.ibn in adjusted attributable net profit, 
with earnings per share advanring at the same rate from 
FFT19.69 to FFr22 £0. Turnover climbed 12.6 per cent from 
FFrl0.43bn to FFrll.75bn. The company, 57 per cent- 
owned by L’Ortal, the French cosmetics group, said the 
result was achieved in spite of stagnant turnover in 
France. David Omen. Paris 

COMPUTER TELEPHONY ' . . 


Nice Systems rises 74% 

Israel’s Nice Systems, the leading global provider of com- 
puter-telephony Integration, yesterday reported a 74 per 
cent increase in revenues and a 250 per cent rise in net 
income for 19 97 before a one-off charge of 216.25m. Sales 
jumped from $39 .8m the previous year to $69.3m, and net 
income reached $l3m, or $1.34 per share diluted, com- 
pared with $5.2m. or 70 cents. Taking into account the 
onenff charge for buying Dees Communications of the 
US. Nice incurred a net losses of $3 .2m. David Arzi, chair- 
man, said the loss “was due entirely to the cost of the 
acquisition. Judy Dempsey, Jerusalem 

PHARMACEUTICALS . ‘ 


Roche bid clears final hurdle 

Roche, Switzerland’s second bi^est drug company, has 

cleared the final regulatory hurdle in its $iibn bid for 
Boehrmger Man nheim , the diagnostics company, and 
DePuy, a US manufacturer of orthopaedic products. The 
US Federal Trade Commission has approved Roche's bid 
for Corange, parent of Boehrmger Mannheim and DePuy 
which it launched in May 1997. The deal has already been 
approved by regulators in Canada, Australia. Switzerland 
and the European Union and will be closed within io 
workingdays. - • Wildam Hall; Zurich 

EMPLOYMENT CONSULTANCY 


Randstad forecasts better 1998 

Randsiad, the Netherlands’ biggest temporary employ- 
ment agency, boosted net profits 2A3 per cent toF1257^m 
<$i27m) last year and said it expected an increase “In the 
sanw tempo" for 1998. -The agency, which also niaim* mar- 
ket leade r sh ip m Germany and the south-eastern US 
added that previous investments in its network should 
allow revenues to gtow at a fester pace than the 10 per 
cent average for the sector. ■ Gordon Cramb. Amsterdam 

pvc ' ’ ? •" - 


)VC returns to the black 

EVC, the world's biggest producer of PVa yesterday 
resorted a return to the black, with l997 profits crf - 

TH 97. ftm /SlftmS w mm awil mtd. « 1_- : »: - -1 


ft attributed the recovery to price and volume sale 
increases, although operating profit was depressed for a 
large part infibe^ypar by high raw material costs. Sales 
wereFl 2.4bn. compared wiffiF12uj9feh^ to 3996. Earnin gs 
^agatea^H;b^4^EyCi^d it 

it 



Agency Amsterdam 





A 










9 




Microsoft capitalisation exceeds $200bn 


By Nicholas Denton 
in San Francisco ' \ 

Microsoft; the software company 
started by Bill Gates . and Paul 
Allen In' 1975 in an Albuquerque 
living room, has. become the first 
company after General Electric to 
exceed a market- capitalisation of 
$200bn. . 

Yesterday mo rnin g, Microsoft 
shares added to last week's gains 
after a stock split,- with, farther 
$lVi rise on Wall Street to trade at. 
$63%, giving Mcrosoft a value of 
$20lbn, ahead of CocarCola on 


$17Gbn hut short of GE's $253bn. 

“It is an amazing story," said' 
Chris: Galvin, analyst with- Ham- 
brecht & Quist, the investment' 
bank, “It Is the most important 
software company' ever. I. imagine 
toe next milestone will be 'when . 
Microsoft passes GE in the next 
few months. “ 

: The technology industry, which 
has underpinned productivity 
Improvements . and- ' economic . 
growth in the US, supplies half the 
top 10 companies by value in the 

us: 

■ Intel; the pii< r nijiit pr anii "the 


fourth most valuable company in - 
the US. is closing on Coca-Cola. 

' Mr Gates, Microsoft chairman 
and chief executive, has been con- 
firmed as the world's richest man. 
His Microsoft shares, which repre- 
sent the bulk of his fortune, are 
worth in excess of $45bn. more 
than the gross domestic product of 
most countries. 

Mr Gates, who has lost popular- 
ity since the US Department of Jus- 
tice last year accused Microsoft of 
monopolistic practices, is now as 
wealthy as were J.P. Morgan and 
the Rockefeller family in their day. 


Microsoft represents about 60 per 
cent of the value of the entire soft- 
ware industry. 

Computer Associates, the next 
largest within the sector, has a 
value of $25bn. 

Microsoft's market share has 
grown as more functions were 
incorporated into its operating sys- 
tem. Its attempt to embed internet 
software in its Windows operating 
system, and wrest that market 
from Netscape Communications, is 
the immediate cause of the Depart- 
ment of Justice's anti-trust action. 

International Business Ma chin es, 


the International computer-maker 
which in 1981 asked a still tiny 
Microsoft to develop the operating 
system for new machines known as 
personal computers, now has a 
market value almost exactly half 
that of its former subcontractor, 
although it employs 10 times as 
many people. 

Even more startlingly, Micro- 
soft's mar ket value is 70 times that 
of Apple Computer, which pio- 
neered the PC and whose operating 
system provided the main rival to 
Microsoft’s Windows software for 
running PCs. 


Ciena high on a wave of success 


to CSC 
investors 


By Louise Kehoe 

in San Francisco v 

Compnter ' Associates 
yesterday appealed directly 
to Computer Sciences’ sharer 
holders, whose California 
computer services group ft 
has targeted with a $9 T 8bn 
hostile takeover hid. 

In an open letter to CSC 
shareholders, Charles Wang, 
chairman and chief execu- 
tive of CA., accused- CSC 
management and directors 
of “interfering with share- 
holders' rights** in its 
attempts to block the take- 
over. 

CA, a supplier of business 
software, also announced it 
planned a series of meetings 
with large CSC and CA 
shareholders to discuss the 
bid. 

CA’s statement came a 
day after CSC filed a lawsuit 
against its predator, charg- 
ing that CA had engaged in 
u an unfair, unlawful and 
fraudulent scheme" to try to 
acquire CSC at less than its. 
fair value. 

In its lawsuit, filed in Los 
Angeles, late on Monday, 
CSC accused Mr Wang of 
attempting to persuade Van' 
Honeycutt, CSC chairman 
and chief executive, to 
accept unfavourable merger 
terms J>y offering him a, 
lucrative compensation 
package. The" offer was. 
“commercial bribery*’,. CSC 
charged. 

Mr Wang responded yes- 
terday by accusing Mr 
Honeycutt . . of • . "mud- 
slinging*'. He said: “Each 
and every allegation in 
CSC's complaint is blatantly 
false." ... 

_ CSC was attempting to 
make it “virtually impossi- 
ble" for shareholders to con- 
sider CA’s $108 a share cash 
offer.-.' Mr Wang said. Last' 
week CSC’s directors had 
amended its bylaws with, 
measures “designed to dis- 
enfranchise . yon and 
entrench themselves", Mr.; 
Wang told CSC sbareholdr ; 
ers. Hie new bylaws would 
require a 90 per emit vote to j 
remove the CSC board. 

CA also asked CSC share- 
holders to provide their 
written consent to the 
removal of CSC directors 
and the approval of the CA 
cash offer. 

It also reiterated its offer to 
meet CSC's directors and 
negotiate a transaction at a 
sweetened $114 a share. 

With a protracted battle 
looming, CSC shares have 
been trading weH below the 
offer price. In mid-session 
yesterday they were at 
$102%, up from Tuesday’s 
dose of $101£. CA shares 
were $458, down from S46£. 


T he. day before Ciena's - 
initial public offering 
closed last. year, an 
investment banker' showed 
Pat Nettles, the company’s 
unassuming chief [executive, ' 
a table of the . largest flota- . 
tidns of venture capital- 
backed companies. Above 
Netscape Commumcations, . 
the internet software com- . 
pany, was Ciena. “I thought 
it .was an arithmetic error," 
says Mr Nettles.' 

Ciena, which makes ampli- 
fiers to squeeze greater per- 
formance out of existing 
"fibre-optic communications 
cables, has come out of 
nowhere. 

The six-year-old company 
is based, not in the densely 
cultivated seedbed -for new 
companies, Silicon Valley, 
but outside industrial Balti- 
more. It Is- part of the tele- 
communications equipment 
industry, which, is domi- 
nated by multinationals 
such as Lucent Technologies 

anri A trait a 1 nrvt notoriously 

unwelcoming to start-ups. 
However, Ciena has become 
the leader in an important 
new technology which prom- 
ises .to ^Tpanfl the. capac i ty . 
of the internet without dig- 
ging up miles of cable. 

“This will enable us to do 
everything from video- 
phones to the narroWcasting 
of movies, as well as offering 
richer _ online, shopping," 
says" Mr Nettles. 

His promise has won 
orders from three of the four 
leading US long-distance car- 
riers. "including AT&T, 

( which... traditionally .buys " 
equipment " from Lucent, 
which was recenfly spun-off. ' 
Last week. Ciena beat Wall 
Street expectations for the - 
quarter to. January with 
earnings of 37 cents, equiva- 
lent to net income of $39 -8m. 

It also revealed it bad 
become a victim bf its own 
success. WorldCom, a big 
easterner, had suspended 
orders as its need for addi- 
; tioiiai capacity had been ful- 
filled by Ciena’s earlier ship- 
ments. The news prompted a 
plunge in Ciena shares, 
though the company is still 
worth $4bn on the stock 
market : 

There are three main rea- 


'Oramining users on the line 




sons, for Ciena's sudden suc- 
cess. 

First, its product uses 
wave division multiplexing, 
which allows, a single fibre 
to . carry 16 parallel streams 
of data, each on its own fre- 
quency. It is as if, instead of 
sending information in the 
form of pulses of white light 
the sender could weave a 
message in all the colours of 
the rainbow. 

The technique was pio- 
neered in the UK- at the Uni- 
versity of Southampton, and 
at Pirelli, the Italian indus- 
trial group, but Gena was 
the first to apply it to a com- 
mercial product 

A fibre-optic cable, boosted 
by a MultiWave amplifier 
from Ciena every 120km, can 
carry about 40bn bits of 
Information a second, equiv- 
alent to 3m simultaneous 
telephone conversations. 

Second, file popularity of 
the internet after the intro- 
duction of ea^y-to-use 
browser software in 1993, 
was unexpected. 

“When, we first went to 
Sprint to- talk about 16 chan- 


nels, they said that was 
really great but we were 
only going to need four 
channels,” Mr Nettles says. 

Underestimates by market 
research companies of the 
growth of internet traffic 
may have, chilled demand 
from carriers for Ciena's 
products, but they also 
slowed the entry of equip- 
ment companies such as 
Lucent into the market. 

S o when the introduc- 
tion of commercial 
browser software in 
1994 led to internet traffic 
doubling every three to four 
months, leaving many carri- 
ers short of capacity. Ciena 
was the only company offer- 
ing a cost-effective solution. 

Third, as a start-up, the 
company had several advan- 
tages. It did not make fibre 
optic cables and so had no 
concerns about cannibalis- 
ing sales, and the stock 
options offered to staff 
meant they worked harder 
than counterparts at tradi- 
tional equipment makers. 
“They are not as likely to be 


in the lab as our people at 
midnight,” says Mr Nettles. 

- To date. Ciena has had 
little competition, but 
Lucent, Northern Telecom of 
Canada. Alcatel of France, 
NEC, Pirelli, Siemens and 
Ericsson - each with estab- 
lished relationships with 
telecom carriers - are all 
developing rival products. 

Its lead, which it estimates 
at more than 12 months, is 
in its favour. So while com- 
petitors struggle to deploy 
their promised 16-channel 
systems, Ciena plans this 
year to launch amplifiers 
that squeeze 40 channels in 
one fibre. 

Furthermore, the company 
is developing increasingly 
intimate relationships with 
Sprint, WorldCom and 
AT&T, the three leading 
long-distance carriers in the 
US. Although AT&T, the 
largest, has set no guaran- 
teed level of purchases from 
Ciena and is buying from 
Lucent, Gena is the leading 
supplier to the other two. 

As with the making of liq- 
uid crystal display screens. 


it is not so much the under- 
lying technology as the pro- 
duction techniques that dis- 
tinguish manufacturers. 
Most of Ciena's patents - it 
had by October received 10 
and notice of allowance of 11 
more - are to do with manu- 
facturing innovations. 

“If you were to steal our 
optical amplifier design, only 
half would work; we have a 
technique, which cannot be 
easily replicated, to bring 
the yield to 100 per cent," 
says Andrei Csipkes, head of 
manufacturing. 

Also in its favour is its 
insertion loss, a measure of 
the amount of a signal lost 
where the fibre enters a 
junction, which is half the 
industry average. 

It is all too common, as 
Netscape has shown, for a 
start-up to pioneer a technol- 
ogy, establish an early lead, 
only to see it eroded by pow- 
erful incumbents as they 
respond to the challenge. For 
the moment Gena is with- 
standing the onslaught. 

Nicholas Denton 


Boeing on course for planned output rise 


By Christopher Parfns 
In Los Angeles 

Boeing’s efforts to restore 
order to its commercial 
aircraft production lines are 
on track to allow planned 
output increases later this 
year, the company claimed 
yesterday. 

The inain factors in the 
crisis which ' cost the 
company a $1.6bn charge 
last autumn , and dented 
Wall Street’s confidence 
in the management; were 
being brought under 


control, Boeing said. 

Progress in reducing parts 
shortages and the number of 
behind-schedule jobs 
matched or. in some cases, 
exceeded the rates laid down 
in. the recovery plan 
launched after work on, 747 
and . 737 lines., was 
temporarily stopped in 
November. 

The number of jobs behind 
schedule, for example, is . 
how less than a third of the 
level reported last October. 

At 18,200, compared with 
-54,000, it is ahead : of the 


23,500 expected at this stage 
in the company's recovery 
project. 

Ron Woodward, president 
of the commercial aircraft 
division, said overtime had 
been reduced to 17 per cent 
from a peak of more than 21 
per cent earlier this year. 

Boeing, which plans to 
deliver about 115 jetliners in 
the current quarter, com- 
pared with 80 in the same 
period last year, aims to 
raise output of its 747 model 
from four to five a month 
this summer. 


It aims to double produc- 
tion of the next-generation 
737 to 14 before then. 

As output of older 737 ver- 
sions tails off, completions of 
aircraft from this series will 
rise from 21 to 24 a month. 

Claiming the factories 
would be “back on track" in 
1998, Mr Woodward said ach- 
ieving the short-term 
increases would still present 
challenges, and restoring 
order was still the “daily 
focus of our organisation". 

Yesterday's bulletin is one 
of a regular series issued 


since last year’s crisis with 
the aim of restoring investor 
and employee confidence, 
which was severely shaken 
by events which led last year 
to the group's first loss in 
50 years. 

Difficulties with cranking 
up production from the low 
levels of the recession, 
which involved hiring and 
training thousands of new 
workers, were compounded 
by the acquisition of McDon- 
nell Douglas, the company’s 
last serious US rival In com- 
mercial aircraft 


AMERICAS NEWS DIGEST 

SanLuis expects 
sales to double 

SanLuis Corporacidn, Mexico's leading manufacturer and 
exporter of auto parts, expects sales to double to almost 
$450m over the next two years after winning substantial 
contracts with General Motors, Ford, BMW. Chrysler and 
Volkswagen. 

Hector Cabrera, head of investor relations at SanLuis, 
said the contracts, and a more competitive currency, 
would lift earnings in dollar and peso terms thte year. 

SanLuis, which also operates a mining division, yester- 
day reported net sales of $276m in 1997. a 17 per cent 
increase In dollar terms over 1996. In peso terms, sales 
were constant, reflecting the revaluation of the currency. 

SanLuis's earnings before financial expenses, taxes, 
depreciation and amortisation were constant at $65m in 
1997, while operating profit fell 8 per cent to S49m. 

"1997 was a difficult year because of the real apprecia- 
tion of the peso," Mr Cabrera said. "The appreciation 
affected our competitiveness, because 80 per cent of our 
production is exported, and 91 per cent of our sales are 
denominated in dollars." 

The results were also affected by lower prices for gold 
and silver, which account for 20 per cent of the group's 
sales. In addition, SanLuis said costs associated with a 
large plant expansion programme had hit profits in 1997, 
but would support a big increase in sales from 1998 
onwards. 

Beginning in the second quarter of 1998, SanLuis will 
begin exporting brake components to BMW plants in Ger- 
many. GM is also a new client, which has placed annual 
orders for suspension components worth $98m, beginning 
in the third quarter of 1998. Ford bas also placed new 
orders worth S4Tm a year. Mr Cabrera said. 

Luismin, the mining division, produced 86,100 ounces of 
gold in 1997. a 13 per cent increase over 1996. and 5.93m 
ounces of silver. 6 per cent higher than 1996. Net sales, 
however, were 6 per cent lower than 1996 because higher 
volumes did not compensate for lower metal prices. 

Leslie Crawford, Mexico City 

■ ADVERTISING 

Interpublic buys Hill Holliday 

Interpublic Group, the parent of big-name advertising 
companies like McCann-Erickson and The Lowe Group, 
has bought Boston-based Hill Holliday, in a deal the Bos- 
ton Globe estimates at $112m. 

H3H Holliday was forced to join forces with a larger 
organisation to meet its clients' growing demand for 
global marketing support, said chairman Jack Connors. 
The agency serves companies like BankBoston, John Han- 
cock Financial Services and Gillette, that are increasingly 
interested in internationally co-ordinated campaigns. Fol- 
lowing the merger, the company will be able to draw on 
Interpublic's strong global presence. 

Hill Holliday began as a small, local agency 30 years 
ago, but saw its fortunes expand as many of its early cli- 
ents, such as Digital Equipment and Wang, became sub- 
stantial groups. Its sale bas raised questions about the 
continued independence of other New England advertis- 
ing companies. Mr Connors will remain in charge of Hill 
Holliday after the acquisition, and the company said it did 
not anticipate any redundancies. Victoria Griffith. Boston 


Eagle-Picher sold 
for $743m cash 


By Richard Tomkins 
in New York 

Eagle-Picher Industries, a US 
manufacturing conglomerate 
with more than 50 plants in 
North America and Europe, 
was yesterday bought by 
Granaria Holdings, a 
privately-held Dutch invest- 
ment company, for $743m 
cash. 

Detailed terms were not 
disclosed, but Granaria said 
the deal would leave ABN 
Amro, the Dutch bank, and 
Eagle-Picher managers with 
equity stakes in the US com- 
pany. 

Granaria said it wanted to 
send a “strong, clear mes- 
sage that we are committed 
to the management of Eagle- 
Picher", and that making the 
managers owners was the 
most effective way. 

Eagle-Picher. based in Cin- 
cinnati, Ohio, makes a broad 
range of products for the 
automotive, defence, aero- 
space, construction and 
other markets worldwide. 
Sales last year were more 
than 8900m. 

Eagle-Pi cher's shares used 
to be publicly traded, but in 


1991 the company was driven 
into Chapter II bankruptcy 
protection by asbestos injury 
claims. 

When the company 
emerged from Chapter ll at 
the end of 1996, it was 
wholly owned by a personal 
injury trust set up to resolve 
the $2bn worth of claims 
pending against it, 

Granaria. based in The 
Hague, was founded in 1912 
as a Dutch grain-trading 
organisation. It recently has 
expanded into food process- 
ing in Europe, and has other 
investments and property 
holdings in Europe and the 
US. It bas no business inter- 
ests in common with Eagle- 
Picher. 

“Granaria wanted to have 
another core business, 
another engine for growth, 
in the US," Joel Wyler. Gran- 
aria chairman, said. 

“Eagle-Picher is a leading 
player in every niche market 
in which it operates. That's a 
good basis for growth, and 
that's what we like so much 
about the company - in 
addition to which, it's so 
diversified, it's a solid base 
against cyclical influences." 
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AMP advances 25% ahead of listing 


By Gwen Robinson in Sydney 

AMP. Australia's leading Insurance 
and funds management group, 
smoothed the way for its mid-year 
listing on the Australian and New 
Zealand stock exchanges with 
strong full-year earnings and a 
record level of assets under man- 
agement. 

AMP. which changed its name 
from Australian Mutual Provident 
Society last September as part or 
its demutualisation process, said 
yesterday that net profit before 
abnormal charges rose 25 per cent 

to AS2bn iUSS1.3bn>. 

George Trumbull, chief execu- 
tive, said the growth came mainly 


from Improvements in its 
Australian retail business and 
Pearl, its UK insurance operation. 

The results were helped by a one- 
off payment of A$479m from PearL 
Abnormal costs in the year, how- 
ever. came to A$233m, bringing net 
profit after abnormal charges to 
about ASl.Sbn from A$2.1bn. These 
included A$80m in costs related to 
AMP’s listing. AS75m from debt 
re finan cing in the UK and ASTSm 
in deferred tax expenses. 

Assets under management 
Jumped by A$27bn in the year to a 
record A$I22bn, owing to “positive 
cash flows, improved business 
retention and asset appreciation’'. 
Mr Trumbull said. 


AMP’S £3S2m (US$629m) acquisi- 
tion earlier this month of Hender- 
son. the UK fund management 
group, would add a farther A$35bn, 
he added, bringing total assets 
under management to about 
A$157bn by the time the company 
lists in July. Revenues In the year 
grew K per cent to AS2Q.7bn. 

The appreciation of sterling in 
1997 contributed about AS20Qm to 
net profit, while operating 
expenses at AS2.4bn were roughly 
unchanged. 

Mr Trumbull said he was 
extremely pleased with the results, 
in view of the additional demands 
placed on the company by demutu- 
alisation. “It’s a heck of a nice way 


for us to end AMP’s 149-year his- 
tory as a mutual society,” he said. 

AMP's demutualisation and list- 
ing plans were approved by the 
company's l.8m policy holders in 
November last year, after AMP 
said it would issue l.OTbn shares to 
policy holders. The shares would 
be worth between A$8.8i and 
A810.37, valuing the group at 
A$9.4bn*A$ll.Ibn, the company 
said. 

Analysts said AMP was set for a 
successful listing, after impressive 
growth in funds under manage- 
ment in 1997. AMP will capture a 
large portion of the Australian 
stock index - and Index-linked 
buying by funds - as it will be one 


of the 10 biggest Australian compa- 
nies by market capitalisation. 

AMP’s acquisition of Henderson 
has generated speculation about 
the company’s next purchase. Mr 
Trumbull yesterday repeated ear- 
lier remarks that the company 
would continue searching for fund 
management and insurance acqui- 
sitions in western countries. He 
said “US prices are still very high", 
suggesting the company would 
continue focusing on the UK for 
acquisitions. 

The upheaval In Asian financial 
markets last year had “minuscule 
impact on AMP's bottom line” and 
would barely affect the company 
this year. Mr Trumbull said. 


zinc price UK retailer may restructure debt 

drives 

By Lm ri is B Lucss 

Pasminco inHonBK " 9 


increase 

By Gwen Robinson 

Pasminco, one of the world's 
largest zinc producers, said 
yesterday that net profit in 
the first half to December 
more than trebled, from 
AS20.2m a year earlier to 
AS67.7m (USS45m), driven 
by a 30 per cent increase in 
the company's realised zinc 
price, a weakening of the 
Australian dollar and cost 
cuts. 

The results were helped 
by an abnormal gain of 
A$23.7m from a reduction in 
environmental provisions at 
the company's Bndel zinc 
smelter in the Netherlands. 

Net earnings before abnor- 
mal items were A$44m, 
below market expectations 
of AS48m based on higher 
estimations of Pasminco's 
realised zinc price. Zinc has 
since fallen from a peak of 
US$1,342 a tonne last year 
to about USS1.043 a tonne 
on the London Metal 
Exchange. 

Pasminco said it was close 
to a deal on zinc treatment 
charges with Korea Zinc, 
one of its largest customers, 
which would help full-year 
results. However. David 
Stewart, managing director, 
wanted it would be difficult 
to match last year’s second- 
half net profit of AS4-L7m, 
because of the fall in zinc 
prices. 

The company also 
announced it would reduce 
capital costs on Its Century 
zinc project in Queensland, 
Australia by a farther 6 per 
cent. The project was on 
course to start in the last 
quarter of 1999 and would 
now cost about AS88Qm to 
develop, against earlier esti- 
mates of A$940m and well 
below the original forecast 
of ASl.lbn by Rio Tinto, the 
former owner of the project 

Earnings before interest 
and tax in the first half rose 
from S46m to S82m. 

However, the company 
noted a 26 per cent fall in 
the lead price in the period, 
and lower volumes and pre- 
miums on zinc aud lead 
metal sales. 

The overall result was j 
pleasing, Mr Stewart said, in i 
view of the extensive mod- I 
emulation at a number of 
smelters. Pasminco omitted 
an interim dividend, opting 
for a full-year payout 

Pasminco shares closed 
steady at 31.54. 


Trading in Joyce Boutique 
Holdings' shares was 

suspended yesterday amid 
speculation that the 

upmarket Hong Kong 
retailer founded by Joyce Ma 
would restructure its debt 

The company, which had 
embarked on a south-east 
Asian expansion drive before 
the regional financial crisis 
began last year, is estimated 
to have gearing of more than 
100 per cent. 

Net debt at the end of 1997 
Stood at HK$33lm 
tUS$42.7m>, and Joyce 
reported a net loss of 
HK$27.9m for the six months 
to September 30. compared 
with a profit of HK$i 0.16m 
for the same period in 1996. 

Joyce Ma is known as a 
fashion guru in the territory, 
importing upmarket designs 
from all over the world to 
her shops. The company 
which she heads blamed the 
deficit on operating losses at 
the store in Bangkok - 
which has since been closed 
- and at two of its in-shop 
cafes, on the decline in tour- 
ism and on reduced con- 
sumer spending in the face 
of Hong Kong's falling prop- 
erty and stock markets. 

Since the beginning of the 
year, the company has taken 
steps to reduce costs, cutting 
about 70 of its staff and relo- 
cating its flagship store - a 



Not sitting pretty: Joyce Ma’s upmarket retail group is estimated to have gearing of more than 100 per cent 


move estimated to save 
about HK312m a year. 

However, cost-cutting has 
not been matched by a 
pick-up in sales as the retail 
slump in Hong Kong contin- 
ues. “They are between a 
rock and a hard place.” says 
Alan Wong, retail analyst at 
WJ. Carr. “They have to get 


revenues flowing and that’s 
very difficult, because they 
really cannot discount mer- 
chandise as that harms the 
image of the brands.” 

One possibility is for Joyce 
to launch a rights issue. By 
raising equity. Joyce could 
retire some of its debt - 
although analysts believe it 


could only raise enough to 
pay down up to one half of 
its debt - and became less 
reliant on bank loans at a 
time when liquidity in Hong 
Kong is being squeezed. 

While Joyce's gearing is 
substantially higher than 
that of other retailers in the 
territory, the whole sector 


has been affected indirectly 
by the Asian financial crisis. 
Currency devaluations have 
cut tourist numbers, while 
spending by visitors has 
reduced. The crisis also 
sparked a reduction in asset 
prices in Hong Kong, which 
in turn depressed consumer 
spending. 


Sixfold surge in Japanese Groups extend tie-up 

nnrrhaw* nf for pi an fnnd« in flash memory chips 

purcnases oi ioreign iunas M „ ElectticofJapan bMa 


By Gillian Tett in Tokyo 

Net purchases of overseas 
money market mutual funds 
in Japan have surged sixfold 
during the past year to more 
than Y230bn (Sl.Sbn) a 
month, industry data 
showed yesterday. 

The increase highlights 
the degree to which Japa- 
nese retail investors are 
seeking to put their money 
in foreign currency instru- 
ments. 

With Japan poised to 
Introduce financial deregu- 
lation in April, analysts 
expect the growth to acceler- 
ate later this year, which 
would benefit foreign asset 
managers. 

Although overseas money 
market funds have been said 
in Japan for several years, 
their sales were until 
recently relatively small. 


Many Japanese were reluc- 
tant to assume any currency 
risk and the country's 
savings have traditionally 
been left with Japanese 
banks, brokers or the 
national postal savings 
system. 

However, the recent col- 
lapse of three big financial 
groups has left Japanese 
consumers nervous about 
the safety of some domestic 
institutions, prompting 
investors to look for alterna- 
tives. 

Low interest rates in 
Japan have also led inves- 
tors to look for higher yields 
overseas. 

Meanwhile, foreign asset 
management companies 
have been stepping up cam- 
paigns to market tbeir over- 
seas mutual funds through 
domestic Japanese brokers. 

This trend is likely to 


grow, as remaining foreign 
exchange controls are due to 
be lifted in April, making it 
easier for brokers to sell 
overseas funds. 

Koichi Kane, executive 
managing director of Koku- 
sai Securities, said: “We 
think we will see a big 
expansion of sales of foreign 
investment trusts." 

Data from the Japan Secu- 
rities Dealers' Association 
showed that net buying of 
overseas money market 
funds rose to Y233.96bn In 
January, compared with 
Y3&B6bn a year earlier. The 
figure was also 20 per cent 
higher than the previous 
month. 

These purchases have 
taken the overall balance of 
money in these funds to 
some Yl.700bn - almost 
twice as large as a year 
before. 


and SGS-Thomson of France 
are to extend their coopera- 
tion in the development of 
flash memory chips in a deal 
that will enable them to 
speed up the product’s vol- 
ume launch, writes Mfcbxyo 
Nakamoto in Tokyo and 
David Owen in Paris. 

The French company 
described the move as a 
challenge to the US’s Intel in 
a fast-growing part of the 
semiconductor memory mar- 
ket It said it and Mitsubishi 
The two groups, which have 


development of flash memo- 
ries since 1993, will jointly 
develop a new generation of 
the chips, beginning with 64- 
megabit product 

Demand for the chips is 
forecast to grow as the use 
of portable information and 
communications products 
increases. 

Unlike D-Ram memory 
chips, flash memory prod- 
ucts can retain information 
when an appliance incorpo- 
rating them is switched off. 
cars. 


■ASIA-PACIFIC NEWS DIGEST 


JAL, American in 
code-sharing deal 

Japan Airlines and American Airlines have agreed a 
broad codfrfiharing deal which reflects one of the immedi- 
ate benefits of the recent US-Japan aviation agreement 
The two airlines, which already have a reciprocal 
frequent-flyer programme, a joint venture computerised 
reservation system for Japan and co-operation in air 
cargo services, will link tbeir routes between the US and 
Japan and beyond, covering 290 cities in the US and 70 
cities in Japan. . . 

The code-sharing arrangement between JAL and Ameri- 
can, Airlines will also include flights to third destinations, 
particularly in the Asia-Padfic region, Canada and Latin 
America, but will not Include flights to Europe. American 
Airlines is negotiating an alliance with British Airways 
for tha transatlantic market. 

JAL and American Airlines plan to begin their code- 
sharing October, covering IS routes initially and 
extending that to about 70 routes by April, 1999. 

MUMyo Nakamoto, Tokyo 

■ PHILIPPINES 

Metro Pacific to treble capital 

Metro Pacific, the Philippine flagship of Hong Kong-based 
First Pacific, has approved a proposal to treble its capital 
stock from lObn pesos to 30bn pesos (J743m). 

The company said in a disclosure to the Philippine { 
Stock Exchang e that the increase was in preparation for a 
rights issue that was expected to raise 14hn pesos through 
the issuance of 20bn new common shares. 

Metro Pacific said the increase in capital stock was 
designed “to provide for flexibility with respect to the 
terms of the rights issue and will also allow for further 
capital issues in the future”. The underwriters are yet to 
be appointed, but First Pacific said it was willing to take 
up the full issue. Abby Tan. Manila 

■ ENERGY 

Napocor net income slides 45% 

National Power Corporation (Napocor), the Philippine 
state-owned power group, blamed a 45 per cent drop in 
annual net income from 6.5bn pesos to 3.05bn pesos 
($75 -5m) on the peso's fall and higher interest rates. Mer- 
IrtaPgjariHo, vice-president for finance, said the power 
company’s earnings were even lower than its earlier pro- 
jection of 3.4bn pesos. 

“We are suffering from the currency crisis. Moreover, 
our interest expense Is likewise increasing but we cannot 
pass this on to our customers,” she saicL 
- Operating income fell 13 per cent tall.62bn pesos in 
spite of a 21 per cent increase In total revenue to 77.1bn 
pesos. 

Ms Pajarillosaid Napocor planned to cut operational . 
costs and its projected capital expenditure of 26bn pesos 
would be “effectively cut". Napocor, the government’s 
largest asset, is in the process of being privatised. 

Abby Tan 

■ TELECOMMUNICATIONS -■ 

Weak peso helps PLDT 

Philippine Long Distance Telephone, the country's domi- 
' nant telecommunications giant, reported that . annUal'net - 
profits rose ifl.7 per cent to 7 J85bh pesos ($189m) mi spite 
of the economic downturn. 

A sharp predation of the peso boosted earning s as 
international long-distance Income accounted for 53-8 per 
cent of PLOT’S total revenue in 1997. 

Revenue from overseas long-distance calls grew 19.1 per 
cent in spite of a reduction in toll rates and accounting 
rates, the company said. This was due to an increase in 
call volume and the peso depreciation against the US dol- 
lar. Income from domestic longdistance calls, which 
accounted for 29.2 per cent of total revenues, also grew 
30.6 per cent after an increase in the number of telephone 
lines. Operating revenues rose 24 per cent to 35.62bn 
pesos. ‘ 

PLOT'S performance did not surprise analysts, who had 
predicted continued growth for the company because of 
its dominant market share and an expansion in the Phi- 
lippines’ telecommunications network. 

“The results are very much in line with our expecta- 
tions and therefore we will not significantly change our 
forecasts and recommendations,” said one analyst 
The results reinforced projections that PLOT’S net 
income for 1998 could reach 9bn pesos. ' Abby Tan 


L&T weathers India downturn 

Construction group has won a Rsl4bn order from power sector 

G oing green is help- a joint-venture agreement to 1 and strong cashflow - exports to Bangladesh anc 
ing Larsen and with Case of the US involv- is well positioned. to raise Sri i-nnira difficult. 

Toubro, India’s con- ing part of its construction further funds for invest. Rut no Trw*;„ 



Bank Indonesia 

In light of recent economic developments in 
Indonesia, it has been decided to postpone 
the sale of shares of Indover Bank to PT. 
Bank Negara Indonesia for a period of at 
least 3 years. 

Therefore, in a period of at least 3 (three) 
years, Indover Bank will remain 100% 
owned by Bank Indonesia, the Central Bank 
of Indonesia. In this respect. Bank Indonesia 
will ensure that Indover Bank will meet its 
obligations. 

Jakarta, February 16, 1998 
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HongkongBank ◄x> 

The Honi»konn Jnd Shanghai banking Cnrporjtiom I .imir-.-d 
t Incorporated in Hong Kong with limited HabHity) 

U.S.$400, 000,000 
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Payment Date August 26, 1598. against Coupon No. 25 in 
respect of US55.000 nominal of the Notes will be USS 150.83 
and in respect of US$100,000 nominal of The Notes will be 
USS3.Pi 6.67. 

London f*m& A AJtfSH 

By rum n * . -C0PMM tqtnef&Q loo: Agmi 6x* VI i IDXfllV 


International Bank for 
Reconstruction and Development 
Washington. D.C. 

Global Multicurrency Note Program 
■Vo 613 
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G oing green is help- 
ing Larsen and 
Toubro, India's con- 
struction giant, survive 
tough times in its more tra- 
ditional markets. The com- 
pany. which has suffered 
from India's industrial slow- 
down, has won orders worth 
Ksldbn (S357m) to install de- 
sulphurisation equipment in 
the country's power plants. 

This follows a recent rul- 
ing by India’s Supreme 
Court that ordered India's 
power producers to cut 
sulphur emissions, which 
are currently among the 
highest in the world. L&T 
beat tough foreign competi- 
tion to win the lion’s share 
of contracts. 

"It means a substantial 
order book,” says S. D. Kul- 
karai. chief executive. The 
much-needed order flow is **a 
big boost for the company". 
However, Mr Kulkami adds 
that the pressure from 
India’s weak economy will 
still be there when the com- 
pany announces its results 
for the year to the end of 
March. 

L&T hopes that India's 
general election will produce 
a stable government which 
will encourage investment 
and step up spending on 
infrastructure. "Political 
uncertainty means that 
investment decisions are not 
made, or not gone ahead 
with,” says Mr KulkamL 
The company Is particu- 
larly excited by opportuni- 
ties in power. “We can win 
business as a contractor and 
by being in the power gener- 
ation business itself,” be 
says. 

L&T is meanwhile seeking 
a buyer for its shipping divi- 
sion and hopes soon to sign 


a joint-venture agreement 
with Case of the US involv- 
ing part of its construction 
equipment business. Last 
month L&T signed a similar 
deal with Komatsu of Japan 
to set up a 50-50 joint ven- 


to 1 and strong cashflow - 
is well positioned . to raise 
farther funds for invest- 
ment. It would consider 
an International bond 
issue but not until hedging 
costs come down. 


‘We can win business as a 
contractor and by being in the power 
generation business itself - 
S. D. Kulkami, chief executive 


ture subsidiary producing 
excavators. 

Mr Kulkami says the part- 
ners would provide capital 
and technology and enable 
Larsen and Toubro to focus 
investment on its core busi- 
ness of construction and 
cement. 

Cement remains a prob- 
lem. Prices have fallen 
sharply in the past year - 
from -between- Rsl60 and 
Rsl70 a bag to between 
Rsi25 and R5150 today. 

Mr Kulkami blames over- ' 
capacity of 3m-4m tonnes - 
about S per cent of the total 
market size. He says demand , 
has grown at a rate of more i 
than 9 per cent In the first lfl | 
months of the flrumffiai year 
and that the Increase is 
cement consumption will 
rise to “at least 12 per cent 
per annum" if there is a 
recovery in the general -econ- 
omy in line withJndia'B tar- 
get growth rate of 7 per cent. 

This would erode, overca- 
pacity and boost prices, but 
Mr Kulkami .says there -Is 
also a need for consolidation 
in the Indian cement indus- 
try and that L&T will 
“actively consider” opportu- 
nities itself. 

The company - which has 
a debt-equity ratio of 0.5 


Even if India’s economy 
improves this year, L&T’ a 
cement division and equip-, 
meat joint ventures face a 
new threat cut-price compe- 
tition from south-east Asia 
and Korea. 

Mr Kulkami admits that' 
currency turmoil will ma yo 


exports to Bangladesh and 
Sri Lanka difficult. 

But he says India has 
little trade with south-east 
Asia and questions “how far 
Korean equipment can come 
into this market” when local 
costs axe low and distribu- 
tion is difficult. 

Not all are so sanguine. 
Economists argue that if 
India's growth picks up. its 
markets will probably be 
able to absorb imports with- 
out prices falling. 

But if the economy 
remains weak, even a mar- 
ginal increase in supply to 
markets such as ■ cement 
could depress prices badly. 
L&T’ a testing times are not 
over yet 

Krishna Guha 
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COMPANIES AND FINANCE: UK 


Pru’s plans for Dragged down by fibres 

exp lilt " |r4 miserable business, £ Jenny Luesby looks at the background to 

-b '■am '0 ' S' s' • cement yesterday of a three- Courtaulds’ proposed three-way demerger 

nir h'ltfrl'l nvi n AD ' ^ demerger administered 

mW W ' ll | B'" - MB e some pain relief to its share- fibres are beset by overcapa- Indonesia for one F inni sh sterling have ret 

*/ .holders. city in a stagnant market, mark. Other potential Asian losses. 


By Christopher . . 

Brown- Humes 

Prudential yesterday said it 
still wanted a high street, 
branch network, but acquisi- 
tions were too expensive at 
current levels. 

Tbe comments came. as the 
UK’s biggest life assurer was 
swept up in a new wave of 
speculation about financial 
services consolidation after 
Commercial Union and Gen- 
eral Accident announced 
plans to merge. 

Sir Peter Davis, chief exec- 
utive, predicted ‘’consolida- 
tion and convergence”, in the 
sector would continue. 

“We would consider sensi- 
ble proposals for ns to be 
involved in consolidation. 
We have made no secret of 
our desire for a branch net- 
work, but I am not sure 
about acquisitions of former 
bunding societies at present 
prices." ........ 

Sir Peter said a CU<3en- 
eral Accident combine would 


not be a threat, as the com- 
bined grouping would .be 
heavily weighted towards 
general insurance where Pru 
has a limited presence. 

Operating profits in 1997 
from continuing operations 
rose from £691m to £B95m 
(51,49bn); Pre-tax profits at 
£l-i7bn were lower than. 
' 1996 's £1.61 bn when profits 
were inflated by the sale of 
the Mercantile & General 
reinsurance unit. 

In the UK, operating prof- 
its rose from £344m to 
£39im. 

Prudential Bank, which 
started in October 1996, 
posted a £22m loss and is 
expected to record another 
deficit this year. 

In the US, Jackson 
National lifted profits from 
£328m to £367tn, . while Pru- 
dential Asia profits slipped 

Elm in -glim. . 

Pru is looking to buy a 
small dealer-broker and a 
.small savings and loans com- 
pany in thf US. 
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E uropean fibres is a 
miserable business, so 
Courtaulds' announ- 
cement yesterday of a three- 
way demerger administered 
some pain relief to its share- 
holders. 

- The chemicals group now 
plans to spin off its coatings 
arm' as International Coat- 
ings and sell its polymers 
business for £200m-£300m 
($330m-$500m). Analysts 
believe the break-up will 
increase the value of the 
group by a third or more, 
ending its five-year share 
price slide. 

This they have welcomed. 
But in many ways the 
break-up .amounts to an 
implosion caused by a single 
rotten business. 

In the five years since 
' C-ourtaulds spun off its tex- 
I tiles arm, the performance of 
the remaining coatings and 
polymers businesses has 
been obscured by the diffi- 
culties in fibres. 

Manmade fibres were tbe 
darlings of the world’s cloth- 
ing Industry in the 1960s and 
1970s. Their return to high 
fashion in the 1990s has not 
restored their past fortunes. 

Dependent on raw materi- 
als that are subject to wild 
price swings, manmade 
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fibres are beset by overcapa- 
city in a stagnant market. 
This has been made worse 
since 1990 by expansion In 
Asian production, which has 
closed down export opportu- 
nities for European produc- 
ers and eaten Into their 
domestic sales. 

For Courtaulds the dam- 
age has been limited to two 
fibres, acrylic and viscose, 
which together account for 
nearly a quarter of group 
sales and virtually none of 
its profits.. 

It is viscose that is tbe real 
problem. Courtaulds has 
been desperate to find a way 
out of this business. But 
talks with Europe's largest 
producer I .exiting, and many 
others in Europe and Asia 
too, have come to nothing. 

The problem is that no-one 
is keen to cease activity in 
an industry where the manu- 
facturing equipment itself 
represents the greatest cost. 

Nonetheless, rock bottom 
viscose prices have forced 
the hands of some. Last 
year. Kemira sold its viscose 
business to Indorayon of 
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Indonesia for one F inni sh 
mark. Other potential Asian 
buyers have departed. 

Courtaulds was not unpre- 
pared for this decline. But it 
believed it could turn cir- 
cumstances to Its advantage 
by using the cash from its 
mature fibres businesses to 
launch a new branded fibre, 
TenceL 

The strategy was always a 
gamble. Tencel Is an extraor- 
dinary manmade fibre, but 
nowhere near as different 
from natural fibres as 
DuPont's Lycra. And launch- 
ing a global brand is an 
expensive affair 

C ourtaulds' path has 
also been littered 
with patent disputes. 
Nonetheless, it still believes 
it could dominate a large 
Tencel market for most of 
the next 15 years. 

But research and develop- 
ment, new plants and brand 
marketing have so far cost it 
£35 Dm. Last year, Tencel 
achieved its first profits, 
making £iom. This year the 
Asian crisis and strength of 


sterling have returned it to 
losses. 

Courtaulds cannot wait 
any longer. Until last year it 
was committed to expanding 
all three of its businesses 
but needed to make acquisi- 
tions. It lacked the critical 
mass in polymers, and had 
some boles within its coat- 
ings operation, notably in its 
US powder coatings and 
packaging operations. 

Without the investment in 
Tencel its gearing would 
have been about 11 per cent 
and this strategy would have 
been viable. Today, Court- 
aulds gearing is dose to 60 
per cent 

Now. tbe polymers sale 
will ease its balance sheet, 
and whatever happens to 
International Coatings, 
shareholders will see same 
of the value long lost behind 
the fibres meltdown. 

Holders of the remaining 
Courtaulds shares, which 
will now reflect the value of 
the fibres business alone, 
can only take comfort from 
the group's latest round of 
cost-cutting. 


CU and GA at 
top of forecasts 
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By Roger Taylor 

Commercial Union and 
General Accident, the two 
composite insurance compa- 
nies which yesterday 
announced plans to merge to 
form CGU, the biggest UK 
composite insurance com- 
pany. also announced results 
for 1997 towards the top 
end of analysts expect- 
ations. 

GA was particularly 
impressive with operating 
profits up 21 per cent at 
£511m ($S53m). compared 
with £42lm, on premium 
income of £69bn <£6-2bn). 

Pre-tax profits were lifted 
sharply by investment gains 
up from £530m to £989m and 
earnings per share jumped 
to 141.9P Q03.9p). 

Shareholders' funds rose 
to £3.8bn and net assets per 


share were 729p (675p). 

Commercial Union saw 
operating profits fall to 
£432m (£444m) on lower pre- 
mium income of £8.5bn 
(£8_2bn). 

However, the company 
said it had been hit by the 
strength of the pound which 
reduced its European profits. 
At constant exchange rates 
it said operating profits were 
5 per cent higher. 

Shareholders' funds 
increased by £584m to £-L5bn 
giving net assets per share 
of 624p (545p) at the year- 
end. 

Both sets of shareholders 
will receive the dividend for 
1997. General Accident is 
increasing its dividend 9.5 
per cent to 37.5p (34.25p) 
while Commercial Union is 
lifting its by 7 per cent to 
32.5p (30.3p). 


LEX COMMENT 

EMI/Advent 


Lucky Tim; unlucky Jim. 

Tim Waterstooe is finally EMI 

back in charge of the book 

retailing chain which Share pnee rotative to the 

bears his name. If the orig- ™ “ 

inal offer to buy the whole 

of WH Smith had weak- 1KJ i 

nesses, yesterday's deal 1 

looks more solid. The new w u 

company - created in part- V j| 

nership with EMI and M '•fyV — 

Advent, the US private 

equity group - will still be 70 THFiB- 

highly geared. About U a 

£U0m of earnings before 60 

interest, tax and deprecia- i 

tion will bave to support iot 98 

£600m in debt. The impera- 

tive to pay down debt will 

constrain investment in the early years. 

That said, the new combination makes commercial 
sense. Merging Waterstone's with EMI's Dillons book 
chain should deliver immediate benefits, mainly from 
improved purchasing power. With operating margins at 
Waterstone's about three times those at Dillons, there is 
scope for improved profit. There is not so much logic in 
joining this enlarged book chain to HMV, EMI's music 
chain, or Daisy and Tom, Mr Waterstone's children’s 
store. But even here there could be benefits in locating 
stores near one another. 

Meanwhile. Jim Fifield, previously dubbed “lucky Jim” 
on account of his Cat remuneration package, is looking 
distinctly down on his luck. Last week, it emerged that 
the chief executive of EMI Music is not to become chief 
executive of tbe whole of EML But following the HMV/ 
Dillons disposal, EMI will he nothing but EMI Music. And 
with tbe group planning to recruit a new chief executive, 
it is not clear who will be in ebarge of what. 


EMI and Advent 
in £800m deal 


By Robert Wright 
and Alice Rawsthom 

EMI, the music group, and 
Advent International, the US 
venture capitalist, are buy- 
ing Water stone’s, the book- 
seller, from WH Smith for 
£300m (5501m). Tbe joint 
venture, HMV Media, will 
also acquire the 271 HMV 
music stores and the Dillons 
book chain, including Hat- 
ebards on London's Picca- 
dilly, from EMI for £500m in 
cash and shares. 

Hie deal marks the return 
to Waterstone's of Tim 
Waterstone, its founder. He 
will chair HMV Media. 

HMV Media will be owned 
42.5 per cent by EMI and 42.5 


per cent by Advent, which is 
funding the buy-out. Nine 
per cent will be held by man - 
agement and the remaining 
6 per cent will be reserved 
for management incentives. 
The new company is 
intended to go public within 
18 months to two years. 

EMI will receive £362.5m 
cash, an £87.5m Interest in 
HMV Media, and a £25m 
bonus if it is sold or floated. 
EMI will provide a £2Q0m 
bridging loan, to be refin- 
anced through the UK's larg- 
est high-yield issue, lead- 
managed by Merrill Lynch. 
A £500m senior debt facility 
has been arranged by Merrill 
and SBC Warburg Dillon 
Read. 


COMMERCIAL UNION 


1997 RESULTS 


General Accident 


Operating profit £432m 


Record Result 


TbtaJ premium income £8,539in £7,805m £S ,242m 

Profit on ordinary activities before tax 0) £568n» £542m (t) £5 89m 

Operating earnings per ordinary share ^ 39^8p ^ ^ 40-0p 43 Jp 

Shar eholders’ funds £4, 486m - £3,902m 

Ata/er (>) Includes realised investment gains before lax of £164m (1996 £164m). 

(a) The 1997 full year dividend will be paid in the form of a foreign income dividend in cash tvith 
no share dividend alternative 


General Premiums 
Life Premiums ; . 

Underwriting Result 
investment income . 

Life Profits 

Operating Profit before Taxation^ 

Profit Attributable to Onfinary Shareholders 
Operating Earnings per Ordinary Share 


1997 

1996 

j£m 

£& . 

4,249 

4,356 

2,054 

1,848 • • 

(137) 

(201) 

556 

558 

132 

108 

5 IX 

421 

6S7 

500 

76. 4p 

61. 9p 


Pre-tax operating profit 5% higher at constant rates of exchange 


Full year dividend increased by 1 % to 32.5p 


^ Record full year operating pre-tax profit up 21% at £511m 

^ Fourth quarter operating profit also at record level of £127m 
(1996: £110m) - the fifth consecutive record quarter 


Life profits 20% higher, with life and savings new business up 27% 


^ Worldwide underwriting deficit reduced by 32 % to £137m 


Strong increase in overseas profits offsets UK general insurance downturn 


Profit contribution from life operations up by 22% to £132m 


Shareholders’ funds increased by £5 84m to £4, 486m 


Final dividend of 25p per share making a total of 37.5p per share 
for the year - up 9.5% 


Commercial Union pic, St. Helen's, 1 Undershaft, London, EC3P 3DQ 

Tel: 0171 283 7500 Internet: http-7/www. commercial-union.oo.uk/cu 


General Accident pic 


Copies Of tbe foil Groop accounts tor a summary Annual Review j. which have not ya been reported on by ihc oudiwra, 
will be ewcolaied to shareholders and delivered to the reguarar of Companies after approval al the Annual General Meeting. 


THE ABOVE INFORMATION IS DERIVED FROM THE 1W AND W AUDITED ACCOUNTS. 
General Accident pic, Pilheavlis, Perth, Scotland PH2 ONH Tel: U173S 621203 
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INTERNATIONAL CAPITAL MARKETS 


lot? 


Core Europe outperforms US 


GOVERNMENT BONDS 


By Simon Davies in London 
and John Labate 
in New York 

Government bond markets 
recovered from their post- 
Greenspan indigestion yes- 
terday. but the core Euro- 
pean markets continued 
strongly to outperform US 
Treasuries. 

The yield spread between 
Treasuries and German 
bunds had widened to 77 
basis points by 6pm London 
time, an increase of 18 points 
in just eight trading days. 

European markets were 
encouraged by impressive 
budget deficit numbers and 
more benign inflation data 
in Germany and France. 

Also, the second part of 
the Humphrey-HawtaLos tes- 
timony by Federal Reserve 


chairman Alan Greenspan to 
Congress offered little to 
affect the markets. 

GERMAN BUNDS opened 
weaker, but the March con- 
tract pushed higher during 
the afternoon and settled up 
0.13 at 107.60 on turnover of 
more than 177.000 contracts. 

Germany will release its 
GDP figures today, but news- 
paper leaks suggested the 
budget deficit fell comfort- 
ably within Maastricht 
guidelines. 

A leak in Italy provided 
the same judgment on the 
Italian budget deficit, while 
Spain has published impres- 
sively low numbers. 

Sonia Gibbs, senior market 
strategist at Nomura Inter- 
national, said: "Investors are 
still anticipating yield curve 
flattening. We've had an 
awful lot of good news on 
deficit positions in Europe.” 


Some technical analysts 
suggested the bund future 
was due another upward 
run, and it certainly built 
momentum as the day prog- 
ressed. 

ITALIAN BTFS marginally 
underperformed bunds, with 
the adjusted yield spread in 
the cash market widening by 
1 basis point to 40 points. 
However, the leak on the 
Italian deficit was positive, 
and the March contract set- 
tled 0.11 higher at 118 l43. 

FRENCH OATS performed 
strongly, following the 
release of the lowest annual 
inflation rate in more than 

40 years. The March contract 
settled at 104.02. up 0.14 on 
the day. and the spread 
against bunds narrowed by 2 
basis points to just 1 point. 

UK GILTS traded within a 
relatively narrow range of 16 
ticks and settled just & 


higher at 123&. The longer 
maturities outperformed, 
with marginal increases in 
yields at the short end of the 
market. 

Investors said there was 
little news to drive the mar- 
ket. and the yield spread 
against bunds remained at 
117 basis points. 

US TREASURIES 
rebounded yesterday follow- 
ing Tuesday’s sell-off. By 
early afternoon the bench- 
mark 30-year long bond had 
gained £ to I02jg, sending 
the yield down to 5.942 

per cent. 

Shorter-term issue prices 
were also higher. The two- 
year note was up h to 99%, 
yielding 5.567 per cent, 
while the 10 -year had added 
& to 981, yielding 5.645 per 
cent. 

Tuesday’s selling sent the 
long bond yield towards the 


6 per cent level, but buyers 
stepped in yesterday, pre- 
venting a further rise in 
yields. 

"Those who are holding 
out feel that there win be a 
chance to buy [the long 
bond] at or dose to 6 per 
cent, and they're holding 
their ammo for that,” said 
Tom O'Connell, senior gov- 
ernment trader at First Chi- 
cago Capital Markets. 

In his final day of testi- 
mony Mr Greenspan dis- 
cussed some of his main 
themes from Tuesday's 
speech, including the impact 
of the Asian crisis on the US 
economy. 

Helped by lower interest 
rates, the housing sector 
remained healthy in Janu- 
ary, according to the latest 
data. Existing home sales 
rose 0.7 per cent for the 
month to 4.4m units. 


Sony issues 
$1.5bn global 


INTERNATIONAL BONDS 


By Edward Luce 

There was still little sign 
yesterday of the expected 
wave of jumbo bond offer- 
ings so it was left to Sony 
and Argentina to keep the 
primary sector ticking over. 

Sony became the first Jap- 
anese corporation to use the 
global bond format since 
Matsushita in 1992. The five- 
year $1.5bn offering was also 
the first large-scale Japanese 
issue since the global mar- 
kets crisis last October. 

Bankers said it was 
unlikely to be followed by 
more Japanese Issues before 
the end of the country's 
financial year on March 31. 

The bond, which was 
priced to yield 57 basis 
points over the when-issued 
Treasury benchmark, was 


also the first large-scale dol- 
lar offering by an A-rated 
borrower since Ford and 
General Motors tapped the 
market in early January. 

“The market has really 
been dominated by the AAA 
and A A borrowers this 
year." said one banker. 

An official at Goldman 
Sachs, joint lead with Merrill 
Lynch and J.P. Morgan, said 
most of the distribution 
went to institutional buyers 
in the US, with the bulk of 
Europe's demand coming 
Erom the UK. The bond tight- 
ened by about 2 basis points 
after launch. 

ARGENTINA continued its 
campaign to pre-fund its 
steep 1998 borrowing 
requirement with a parallel 
bond in French francs and 
guilders. The two bonds, 
which will also be fungible 
with an equivalent 10 -year 



1 New international bond 

issues 




Amount 

Coupon 

Price 

Mabaity 

Feat 

Spread Boo^-rumer 

Boncur 

m. 

% 



% 

bp 

■ US DOLLARS 






St. •••..;+ •. ■ 

Sony Corp 

1.50n 

6.125 9 

99.788R 

Mar 2003 

O025R 

+57(W1 5yr) GoMmtuVMena/JF>M 

Mo/g^i Stanley DWD i Co * 

600 

(a) 

99903 

Mar 2003 

0.20 

Morgan Stanley DW 

BCSt 

100 

(b) 

10000 

Max 2008 

0.625 

- JP Morgan Securities 

■ D-MARKS 







Barclays Bank/c) 

500 

5.50ft) 

99.774R 

Mar 2013 

0A5R 

+67(5 1 4JanOQ Barclays Capital Group 

■ STERLING 







Export Development Corp 

100 

70Ofc| 

99.076R 

Aug 1999 

Q.10R 

+30(8 8bAug99) ABN Amro 

■ FRENCH FRANCS 





IV ■ 

• “r ^ •" »v 

Republic of ArpenUna(c9 

l.5bn 

(dl) 

99.70R 

Feb 2008 

0.75R 

+382tApr08) Morgan Stanley DW 

■ ITALIAN LIRE 






•. r~-.. ■: »• +5 JT'.. 

Merfani Termosan riant 

150bn 

ie) 

99.7SR 

Apr 2003 

02SR 

- (Ml Bank Luxembourg 

m GUILD BTS 






•' 

Repubtc o4 Argentinafdl 

500 

(dl) 

99.70R 

Feb 2008 

0.75R 

+383(JiJC8) Morgan Stanley DW 

■ NEW ZEALAND DOLLARS 





•. - 


LB Schlerowig -Holstein 

100 

825 

100085 

Mar 2000 

123 

- Hambros Bank 

Final terms. non-caSab/e unless stated. YU spread fever govt borxfl at launch supplied by lead mngr. t Floating-rata note 
«Seml-annuai coupon. R: Fixed re-oller price; fees shown at re-otfer !eveL a) 3-rnth Ubor +^%. 3-fflth L3x)r +35bp. c) 
Callable on 12/1/09 at par. If not eaied coupon steps to 3-mth Ubor +I36bp. d) FFrl.Sbn, R 500m and DM1 Sbn (after 2B/2J 
01) consoOdate upon Emu. dl) 10H to 26/2/01. then 8%. e) 6-mth Ubor +50bp. 8 Lang IK coupon. 91 Short IK coupon. 



D-Mark issue in 2001, had a 
step-down structure to a cou- 
pon of 8 per cent in January 
2001. This, combined with 
the initial 10 per cent cou- 
pon. provides an average 
yield of 8.82 per cent 
“This is a structure which 
is popular with investors but 
also improves Argentina's 
cost of capital,’' said an offi- 
cial at Morgan Stanley, sole 


lead manager. Hie FI 500m 
and the FFrlJSbn issues were 
priced to yield spreads of 383 
and 382 basis points respec- 
tively. Both tightened mar- 
ginally after launch. 

BARCLAYS BANK intro- 
duced D-Mark investors to 
their first taste of fixed-rate, 
step-up, subordinated paper. 
The structure, which is 
familiar to sterling and guil- 


der-based investors, includes 
a 10-year call option. It 
enables the borrower to tap 
15-year subordinated capital 
without the erosion costs 
that fall during the last five 
years under Bank of 
England regulations. An offi- 
cial at Barclays Capital said 
it tightened by some 2 basis 
points from the launch 
spread of 57 points. 


Euroclear 
to offer 
real-time 
settlement 

By Samer tskandar 

Euroclear, the Brussels- 
based clearing bank, yester- 
day moved closer to- 24-honr 
immediate settlement of 
securities transactions 
by announcing it would 
offer real-time settlement 
during the European day 
from Jane 29. 

“Participants located any- 
where in the world will be 
able to access the new settle- 
ment environment daring 
all, or a large portion of 
their business day,” Euro- 
dear said. 

The new service, which 
will operate between 4am 
and 6pm continental Euro- 
pean time, will be provided 
to users at no - extra cost, 
since the development costs 
have been financed from 
operating profits. 

Real-time settlement will 
allow participants- to correct 
failed trades on the same 
day. Failed trades under the 
erbsting system can only be 
repaired overnight for set- 
tlement the next day. 

Euroclear also said its 
platform would be upgraded 
gradually, with the aim of 
offering 24-hour real-time 
settlement by 2000. 

• The St Petersburg cur- 
rency exchange has adopted 
an electronic clearing sys- 
tem developed by Deutsche 
Bfirse, which, will greatly 
shorten settlement times. 

The move brings the 
exchange’s practices in line 
with international standards 
and is expected to give it a 
competitive edge over rival 
east European centres. 

“Whereas clearing dead- 
lines of more than 30 days 
were the role because of the 
need to transport docu- 
ments, securities transac- 
tions can now be cleared 
within three days.** Deut- 
sche Bfirse said. 




presence on 
Liffe floor 


By Edward Luce 
and Samer Iskandar 

Nlkko Europe, the London 
arm of the Japanese securi- 
ties house, is to reduce its 
presence on the floor of Liffe 
by almost two-thirds, cutting 
its staff from 23 to eight. 

The move, which, high- 
lights the growing aware- 
ness by banks of the high 
cost of open outcry trading, 
follows a similar decision by 
Lloyds-TSB, the UK bank, 
which closed its 40-strong 
T .iffip operation last year. 

Nikko said yesterday it 
bad decided to stop trading 
futures and options on 
bunds, long gilts and 
short-term sterling interest 
rates, after a review of its 
futures business. It said it 
would continue to trade 
short-term interest rate 
futures on the D-Mark and 
Italian lira. 

Bund, futures can be 
traded directly from London, 
and more cheaply than on 
Liffe. on the electronic net- 
work operated by the Frank- 
furt-based Deutsche Termin- 
bfirse. 

The DTB is merging with 
Sofiex, the Swiss derivatives 
exchange, to form a single 
electronic market called 
Eurex, which will offer all 
the equity and interest rate 
products of the two 
exchanges. . 

Matif and Monep, the 
French fixtures and options 
markets run by the Socifitfi 
des Bourses Franpaises, will 
also offer their products on 
the EureX platform as part of 
an agreement called Euro- 
Alliance. 

Separately, Liffe said yes- 
terday it* did not believe 
there was a competitive 
threat from the DTB's plans 


to offer futures on the five- 
year UK gilt later this year. 

Daniel Hodson, chief exec- 
utive of Liffe. which 
launches its own five-year 
gflt future today, said: “He 
who gets in there first tends 
to get the lion's share of the 

liquidity.” The DTB contract 
would also suffter from the 
absence of a “liquid curve in 
sterling", said Mr Hodson. 

Liffe also reaffirmed its 
commitment to the open out- 
cry trading system, in spite 
of file *n maria made by the 
DTB over the past 12 m on t h s 
to the battle for the LO-year 
bund future. The DTB sur- 
passed Liff e's share of long 
bu nd fixtures in January for 
file first time, capturing 56.5 
per cent of the market. 

Mr Hodson said there was 
ho sign the DTB was making 
similar inroads into Liffe 's 
other high-volume contracts, 
including the euro-mark 
future and the euro-mark 
option. Open outcry contin- 
ued to provide greater liquid- 
ity in these contracts he 
said. 

“This is the reason why 
T.iffo has a total stranglehold 
on short-term contracts. 
That is. why we have a total 
stranglehold on options and 
that is. why people are still 
using the Bund futures con- 
tract on Liffe and volumes 
are increasing.” he said. 

• Patrick Catania, vice-pres- 
ident of business develop- 
ment at the' Chicago Board 
of Trade, yesterday said 
CBOT would install its sixth 
Project A ter minal in Lon- 
don by the weekend. Project 
A is CBOT’s electronic trad- 
ing 'system. From April 2. 
users of Project A will be 
able to trade futures based 
on the Dow Jones Industrial 
Average. 







WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS 


BM Day chg Wk eng Month Year 


Auetrah 

04/00 

7000 1030626 

521 

*0 10 

+006 

*0.01 

-101 


10/07 

10.000 129 4176 

500 

+0.00 

+0.14 

+006 

-1.62 

Austria 

09m 

7030 10*0200 

4.36 

+OOI 

*0.02 

-0.11 

+0.40 


07/D7 

5.625 1040500 

5.04 

-001 

+0.02 

-0.15 

-0/45 

Belghjm 

01/00 

4000 990300 

404 

*0.02 

•004 

-0.02 

+0 50 


03/07 

6250 1080500 

501 

-0 02 

♦0.02 

-0.18 

-0.64 

Canada 

09/90 

4.750 990000 

5.09 

_ 

*0.04 

+0.47 

+107 


06/37 

7250 112 5000 

SA9 

- 

+009 

+C.18 

-078 

Danmark 

12/99 

6.000 103.1100 

413 

+0.01 

♦0.01 

-0.10 

*000 


11/07 

7.000 1130300 

525 

- 

*0.02 

-Oil 

-005 

Finland 

01/99 

11.000 106.1588 

304 

. 

+002 

-0.14 

+0.12 


04/06 

7050 115.0700 

405 

+0.01 

♦001 

-0-24 

-007 

Franco 

01AM 

4.000 1000900 

305 

-0.02 

*0.02 

-003 

+009 


10AM 

5.750 1116*00 

4.67 

-002 

*001 

-0.12 

-001 


10/07 

5000 1040000 

404 

-0.04 

-001 

-0.16 

-0.46 


10/25 

6000 107.0300 

500 

-0.04 

-0 02 

-0.18 

-0 76 

Germany 

09/99 

4.000 1000400 

3.82 

-0 01 

+002 

-005 

+0/45 


11AM 

7000 115.5800 

4.72 

-001 

+0.02 

-Q.13 

-008 


07/07 

6000 107.7600 

4.94 

-001 

*0 02 

-0.17 

-002 


07/27 

6000 114J200 

500 

-0.04 

-001 

-000 

-003 

Ireland 

04/99 

6050 101000) 

4.00 

+0.02 

*0.02 

-0.01 

-001 


08AM 

8.000 1 18.7800 

520 

♦001 

+003 

-0.19 

-1.17 

to* 

05/00 

6 000 102.7000 

4.63 

+0 01 

*003 

-0.11 

-i.es 


05/02 

6.250 105.1600 

407 

- 

+0.02 

-013 

-106 


07A)7 

6.750 110.6800 

528 

-002 

*002 

-015 

-10€ 


11/28 

72S0 1200700 

6.80 

-001 

+002 

-0.14 

-2.18 

Japan 

03/00 

5 400 111.571)0 

aeo 

+0.05 

-004 

-0 09 

*0.05 


12/02 

4000 116-2100 

1-30 

+0.06 

-0.02 

-013 

-0.43 


09/05 

3000 108.9900 

1.72 

+006 

-0.01 

-0.15 

-0 68 


03/17 

3 000 107.1200 

204 

+004 

-n iy> 

-0.16 

-0.62 

Nethretands 

11/99 

7 500 105.7500 

302 

-002 

-002 

-007 

•004 


02/07 

5.750 106.1200 

409 

-003 

* 0.01 

-0.17 

-003 

New Zealand 

02/00 

6SOO 370372 

7.09 

- 

+ 0.20 

*0 30 

+000 


11AM 

8.000 1060507 

6.36 

*0.08 

+0.15 

+0 12 

-0.43 

Norway 

01/79 

9.000 1042500 

4.15 

*0.01 

+0 01 

-017 

+040 


01AJ7 

6.750 110.7300 

521 

*001 

-004 

-0.1S 

-0.42 

Portugal 

03/99 

8000 104.4905 

4.07 

-001 

-007 

-025 

-102 


02/07 

6.625 H0.405* 

5.15 

-0 01 

-0.01 

-Oi5 

-1.48 

Spain 

07/79 

7.400 10*2600 

420 

-025 

-0 17 

-0.14 

-1 22 


03/07 

7 350 115.78*3 

S.13 

-002 

-001 

-020 

-103 

Sweden 

01/79 

11 000 1052340 

4.61 

•002 

-0 06 

-004 

+020 


(M/07 

8.CC0 118 &»0 

5.40 

•0.01 

-0.05 

-005 

-105 

Switzerland 

03/00 

5.000 1070200 

1.36 

•0.02 

•003 

-008 

-037 


06.07 

*f*» n4 1200 

2.75 

+0.01 

+0.07 

-005 

-0 74 

UK 

0809 

6.000 93 0313 

6.71 

-0 02 

-003 

-0.07 

•005 


11AM 

6.750 1002558 

6.15 

-001 

+0.09 

-o.os 

-0.83 


12/D7 

7250 108 8672 

6.03 

-0.02 

•0 08 

-0 06 

-1.11 


06/21 

9000 1250100 

5 37 

-0.01 

+0.07 

-0 03 

-1.38 

US 

11*39 

5 625 1000230 

5.60 

_ 

-C22 

*0 17 

-026 


1104 

707S 1 12 OOOO 

£ 70 

-0.05 

•0.1? 

-009 

-048 


08/97 

6.125 1020380 

5 72 

-0 03 

♦0.17 

+0.10 

-osr 


08/27 

6 J75 105.5390 

5 97 

-003 

-010 

+O.C3 

-069 

ECU 

0100 

4 000 99.6900 

422 

- 

+0.02 

-009 

+0.07 


04/07 

5.500 1032600 

504 

-0.02 

-0.01 

-0.16 

-003 


London dnnj '<*9" Yon- mid-day SamT intorecw* Dats/FT Iniamanc m 

Vmcte L o cal niart.pt yan±xu.'Annmi6s«d baus YMi srtavn tw Itafy exclude '■W**oldB*3 
au at 12 & par can pr.abw, tr, nonesnfenc. 

10 YEAR BENCHMARK SPREADS 


Feb 25 

ao 

Yield 

StTOKI 

rt 

Sundi 

T-Srt* 


ao 

Y*kJ 

*3 

&!/>(» 

Vmc 

vd 

T-Bonaa 

Australia 

590 

-0 96 

•006 now Zealand 

696 

-2 IB 

-1 » 

Aidrtii 

SOJ 

10 

-0 60 '*r/rn 


501 

-007 

-0*3 

Belgium 

5 01 

-007 

-763 Pe+rug® 


£•■15 

-001 

-0 43 

Canada 

S 49 

-Cl 55 

-8.15 5w 


5.13 

^.13 

-051 

DHxrnmi 

50S 

-0.J1 

-OJO S'Mden 


J40 

+046 

-024 

Finland 

*05 

-0 Cl 

-C 69 S/rtlMUnd 

275 

-2 1) 

-2 49 

Fiance 

434 

- 

-oro ur: 


6.'j3 

+109 

+039 

GwmQrfy 

404 

- 

-0.70 Ut- 


5 64 

-070 

- 

Irotend 

500 

•005 

-0/M ECU 


5 0* 

+*) 10 

-ClfiQ 


508 

+0M 

Sciace 

Inter jetwe Oata/rT Wonrvroe 

Japan 

1.72 


-3 9? Lo row ctecffvj. 

■ No* Yortl W4. 

Matherianda 

4.69 

-OK 

-0.75 Annulled r*** 




EMERGING MARKET BONDS 










Da-r’s 

Mth‘3 

Sprd 


Rwl 


SSP Bid 

Bid 

chge 

chijo 

V3 

Feb 25 

dale Coupn 

Rating pnes 

yield 

yid 

yid 

US 

■ EUROPE 







Croatia 

02/02 

7.000 

BBB- 94 7357 

6 57 

+0 15 

-061 

+2.98 

Poland 

07AM 

7.125 

BBS- 1010260 

sea 

+000 

+014 

+ 106 

Russia 

0MJ7 

10.000 

BB- 90.B33C 

11.62 

+0.10 

-0.65 

+5S8 

■ LATIN AMERICA 







Argentina 

09/27 

9.750 

BB 98.0GOO 

9.95 

+0.02 

-0.49 

+4.02 

Brazfl 

05/27 

10 125 

B3- 95 0206 

10.68 

+009 

-0.64 

+4.75 

Memo 

05/26 

11.500 

BB 120.0000 

9.44 

*0.07 

-007 

*3 53 

■ ASIA 








China 

07/06 

7.750 

B8S+ 7030384 

701 

+0.14 

-0 03 

+1.58 

Philippines 

10/16 

8.750 

BB+ 93.9800 

044 

+0.15 

-0.84 

♦3.6fl 

Thailand 

M 107 

7.750 

BBB- 920902 

9.02 

+003 

-1.40 

♦3.38 

■ AFRICA/MIDDLE EAST 






Lebanon 

07/00 

9.125 

BB- 10708*1 

SA7 

+0 10 

+0.47 

+2.91 

South Africa 1QA36 

8075 

BB* 97.4313 

880 

-0.14 

+0 14 

+3.17 

Tirtey 

09/D7 

10.000 

B 98.518* 

7003 

*0.12 

+006 

+4.K 

■ BRADY BONDS 







Argentina 

03/20 

5000 

BB 750500 

5.34 

-a cm 

-0.33 

*2.47 

Brazil 

04714 

4500 

BB- 80.0000 

9.82 

*0.05 

-o.«r 

*4 09 

Memos 

12/19 

6050 

SB 83.B800 

7.80 

+0.04 

- 0.11 

-1.9S 

Venesueta 

03/20 

6 750 

0+ 85.5000 

8 18 

-0.04 

- 0.15 

-206 


London oonre- Prices In USS. 
Standard 5 Boor'll nd,ngs. 
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BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATIF) FFr500000 



Open 

Sett pnee Change 

Wgh 

Low 

Est Yoi. Open fat 

Mar 

103 78 

104.02 

*ai4 

704.06 

103 66 

91.363 

119027 

Am 

10306 

10344 

+ai* 

10344 

103.10 

1.868 

19.149 

Sep 

103.02 

10300 

♦0.14 

103.02 

103.02 

--2- 

- • 


■ LONG TBIM FRENCH BOND OPTIONS (MATIF) 


Strike 

Price 

Mar 

- CALLS - 
Apr 

Jun 

Mar 

- PUTS - 
Apr 

Jim 

101 

3.10 

257 

2.81 

. 

006 

001 

102 

2.10 

1.67 

2-02 

- 

0.15 

001 

103 

1.12 

0.89 

105 

0.02 

0.37 

004 

104 

005 

□07 

0.83 

0.15 

005 

101 

10S 

0.0i 

0.11 

0.47 

0.91 

109 

1.93 

£9. ml loci. Calb K.9U7 Pus 17.725 Pievcus Olv'x ton 

«n_ C4fi9 64.41/ Pies 157018 


Germany 

■ MOTIONAL GERMAN BUND FUTURES (UFFE)’ PM250.000 IQOlhs of 100% 

Open Sea pnee Change H*jh Voir Est vtf Open M. 
Mar 107.45 107 60 *0.13 107.89 107.25 181271 247004 

Jun 106.93 107.03 *0.12 10759 106.77 18204 36660 

■ BUND FUTURES OPTIONS (UFFE) DM250,000 points of 100% 


Strike 

Price 

Apr 

May 

CALLS - 
Jun 

Sep 

Apr 

May 

PUTS — 
Jim 

Sep 

10700 

004 

0.79 

099 

1.15 

001 

076 

006 

1.72 

10750 

032 

055 

0.74 

0.94 

0.79 

1.02 

101 

201 

10800 

0.17 

0.37 

005 

0.77 

1.74 

1.34 

1.52 

204 

ESL «0» 

lout. CoSs »-.3S PJ3 1409C. Premna Oa/o opan W_ C4to 1*37D6 Pub 125W6 


■ NOTIONAL GERMAN BUND (BOBU FUTURES 
(DTB) DM250.000 lOOths of 100% 


Friar 

Jul 


Open 

105.45 

104.97 


Set: price Change 
105-58 *0.15 

10525 *0.10 


High 

105-59 

105.19 


Vow 

10525 

104.97 


ESV not Open im. 
131.. 71 1 233.-677 
2. .643 28.. 000 


■ NOTIONAL GERMAN BOBL FUTURES OJFFFC DM2 50. 000 IQOttta qt 100% 
Open Sett price Chang® Hi S h Low Est vd Open int 
105.42 -0'S. 105 46 105.34 3.192 12,478 

10510 -0 02 430 


Mar 

Jun 


105.40 


Italy 

■ NOTIONAL ITALIAN GOVT. BOND (BTP) FUTURES 

'UFFE>- Ua 200m ICOttiS Cf 1C0% 

Open Sett price Change High low Est Open Int 
friar 118.15 116 43 -0.11 118.75 118.13 43538 97221 

Jun 117 70 11801 *0.11 V.819 117 70 4970 44539 

■ (TAUAN GOVT. BOND PTP) FUTURES OPTIONS (UrFQ Dra20Dlt lOOlhs ol 100% 


Strike 

Price 

Jun 

• CALLS 

Sep 

Jun 

11800 

1.T5 

1 65 

1.15 

11850 

0.90 

1.40 

109 

11900 

068 

1.19 

1.67 


PUTS 


Sep 
1.64 

1.89 
2.18 

Ea total. Cate am pus ‘C77S Pre-oia eav s own «n_ Cans 32039 Pie 94539 

Spain 

■ NOTIONAL SPANISH BOND FUTURES (MEFR 



Open 

Sett cnee Change 

Mgn 

Low 

Est vol. Open rrt. 

M3r 

108.56 

108 68 -0 .13 

108.37 

106.55 

69.001 

109025 

Jun 

108.15 

1C306 -0 -3 

ICS 44 

J08.1S 

1.703 

asas 

UK 







■ NOTIONAL UK GILT FUTURES ( LIFFE)* 250.000 32nete of 100% 



Open 

Settcnce Charge 

Hrah 

Low 

Est vol Open m. 

Mar 

122-26 

10007 +0-Q2 

123-10 

12C-C6 

136369 

125276 

Jun 

107-0* 

1C7-1 1 +0-0 

107-20 

107-02 

87771 

99664 

■ LONG GILT FUTURES OPTIONS <LJFF5) E50.000 6JttW of 100% 



Strike 

Price 

Apr 

Afcry 

CALLS - 

Jim 

Apr 

May 

PI 

Jun 

107 

0-56 

1-12 

1-27 

C-34 

0-54 

1-05 

108 

C-27 

0-45 

C-60 

1-05 

1-23 

1-38 

109 

0-11 

0-25 

0-37 

1-53 

2-03 

2-15 

Stt. rfS 

muL C45s 

950 Putt, r+5 9+vOi lain open it* , 

Ca to 25113 


Ecu 

■ ECU BO»m FUTURES (MATffl ECU1COJOQ 


Open Oange Hrgh Low Est vol Open kx 

Mar 103. CO 10328 -0.0$ 153.26 103-00 93 10. STB 


US 

■ US TREASURY BOND FUTURES C3T) SlQO.OOO 33mfa ol 100% 

Open Lara? Change High Low Est vol Open int 

Mar 121-06 120-13 *0-13 121-18 120-06 766.532 469.059 

Jun 120-00 120-08 -0-10 121-09 119-31 123.058 264.642 

Sep 119-24 119-29 -0-11 120-29 119-10 3049 45.618 

Japan 
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CURRENCIES AND MONEY 


Zloty soars as crawling peg is cut 


By Wolfgang Munchau 

The main news in currency 
market? yesterday was. the 
decision by Poland's central 
bank to reduce the zloty's 
crawling peg and widen its 
trading band. 

Investors saw this move as 
a sign that the central hanir 
is willing to let the zloty 
appreciate in the short term. 
The Polish currency broke 
through a level of 3 per cent 
above its central rate against 
a basket of currencies. '• 

The US dollar rose against 
the D-Mark and the yen, 
after Alan Greenspan, chair- 
man of the Federal Reserve 
Board, said that global 
demand for dollars remained 
strong and that the euro, the 
single European currency, 
would benefit the US. 

The dollar rose against the . 
D-Mark from DM1.802 ' to 
DMU312. Against the yen, it 
was up at Y128.G, after 
Y127.9. 


' ’ E Oue of the most noted 
events yesterday was the 
.change- in the trading band 
of the Polish doty. 

Poland's monetary policy . 
council decided to narrow 
the crawling peg, the rate of 
devaluation against a basket 
of currencies, from a 
monthly rate off 1 per cent to 
0.6 per cent. • 

Also, the monetary policy 
council decided to widen the 
trading band of the zloty 
from 7 per cent to 10 per 
cent. Polish interest rates 
were not changed. 

The combination of 
announcements suggests 
that the central bank is now 
resigned to allow the zloty to 
appreciate, at least tempo- 
rarily. This could signal a 
further. influx of hot money 
into Poland, thereby worsen- 

■ ifom hi mwr«fc 

Fkk 35 •— L irt Mt"- Prav." doss - 

CSPOt . . 1.6435 * 1.6305 - 

1 mtt? 1.6409 1.64S2 

3 mA 1.6382 1:6428 

lyr 1.6172 1.6240 


mg the central bank's policy 

E Portugal was the first EU 
c ou n t r y to announce to the 
world that it has met the 
Maastricht Treaty’s conver- 
gence criteria to qualify for 
the single European cur- 
rency. The other countries 
■ are expected to release their 
Maastricht economic data 
tomorrow. . 

Antanio Sousa Franco, 
finance minister, said Portu- 
gal hit a budget deficit-to- 
groas domestic product ratio 
of 25 per cent in 1997 - well 
below the Maastricht railing 
of 5 per cent. The debt-to- 
GDP ratio is also close 
enough to the 60 per cent 
suggested in the Treaty. 

The central bank yester- 
day cut its main interest 
rates by 20 basis points. The 
repo rate is now at <L9 per 
cent . and the emergency 
lending rate at 6.6 per cent. 

The cut in rates will bring 
Portugal more In line with 
the average of the other 


Zloty 

Against the D-Mark (zloty par DM) 
1.7 



1997 

Soiree: DmmvnnCV 

likely participants in Emu, 
which will share the same 
interest rate next year. 

B Investors should take 
note of contradictory state- 
ments about the need for 
second-wave members in 
economic and monetary 
union to participate in 
Europe's new exchange-rate 
mechanism. 

Jean -Claude Trichet, gov- 
ernor of the Bank of France 


and one of two leading con- 
tenders for the presidency of 
the European Central Bank, 
said yesterday that future 
Emu members should join 
the so-called ERM2 before 
seeking to apply for member- 
ship. He warned ominously 
that the ERM2 would “help 
the out-countries to qualify 
for the single currency." 

His comments come only a 
day later after Gordon 
Brown, UK chancellor, reaf- 
firmed his opposition to join- 
ing the ERM2 at a parlia- 
mentary select committee 
meeting. He said it would be 
sufficient for the UK to stabi- 
lise its exchange rate. 

The argument boils down 
to whether it is necessary to 
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achieve “ex-ante" stability - 
by announcing a rate and 
gearing policy to maintain- 
ing and defending it - or 
“ex-post" stabilfty whereby 
the degree of stability is 
judged with hindsight. 

Europe's senior central 
bankers firmly believe in the 
"ex-ante" version of stabil- 
ity. The UK and Sweden dif- 
fer. Both governments fear 
the political implications of 
joining the ERM2. In the UK, 
the government fears that 
the ERM may be more 
unpopular than Emu Itself. 

This issue is not going to 
disappear. If the members of 
Emu prevail - who would be 
the larger negotiating part- 
ner - the UK could be held 
to join the ERM2 for at least 
some period. 

If the current differences 
were to turn into a row, it 
could add to the uncertainty 
about the tuning of UK's par- 
ticipation In Emu. This 
could make sterling even 
more volatile, and create a 
self-fulfilling prophecy. 
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39 

912 

.Span 

Pta) 

252295 

+1284 678-813 

253,010 250.480 252226 

2.7 

2S12S6 

29 

24522 

39 

762 

Sweden 

fSKi) 

132782 

+09582 659 - 905 

132953 

13.1743 

132453 

39 

13.1858 

22 

122541' 

. 24 

832 

Sxritzoriand 

(SFr) 

24130 

+09163 114 - 145 . 

24186 

22892 

2299 

79 

22745 

64 

22728 

59 

108,1 

UK 


- 

- 

- 

- 

- 

- 



■ - 


1052 

Ecu 

- 

19095 

+09079 .083 - 106 

19120 

14988 

19054 

22 

.14978 

3.T 

14645 

39 


SDftt 

- 

1219232 

• 


: 








Amdcas 

Argentlns 

(Peso) 

19462 

-09007 457 i 467. - 

19510 

1.6448 








Rnrrit 

PS) 

19595 

-09003 588-601 

19643 

19578 





. 

. 


Canada 

PS) 

2941 B 

-09027 406 - 429 

22501 

22390 

22386 

2J 

22272 

29 

22934 

21 

839 

Mexico (New Peso) 

14.1254 

-0.113 112.-395 

14.1882 

139858 

14288 

-132 

149883 

-13.1 

152194 

-127 

- 

USA 

. (S 

19465 

-09007 460-470 

19513 

19451 

19439 

12 

19392 

12 

19205 

19 

1082 


PadHrfMMdto Eaet/Attce 


Australia . 
Hong Kong 
Inda 
Israel 
Japan 
Malaysia 
New Zealand 
PNfcjphw 
Sufi Arabia 
Singapore - 
South Africa 


(AS) 29728 -09033 711 - 745 


Z£ 24575 25 24176 


24873 24621 24675' 

JHKS) 127546 -03)045 499 - 583 127885 127441 12.7401 1.4 127546 05 13JM66 
(Rs) 645840 -00439 232 -448 B4J470 645060 
5 l9233 59040 


2 2 
-20 


869 


(SI*) 59135 -09015 045-224 

(V) 211991 +1972 544 * 837 211950 206920 210421 

(MSI 6.1538 +09015 396-680 65022 6JJ7B3 6.1488 

(NZS) 28538 -0.0052 512 - 564 


72 208.081 
09 


69 187961 
6-1581 -09 69117 
28839 -1.4 28844 


65 120.7 

-26 


29785 29427 29577 -1.6 
(Peed) 68.4364 -0.1105 682-035 66.7168 669520 669782 -89 68.1813 -105 749983 

(SR) 9.1754 -09028 733 -774 6,1932 6.1703 6.1681 1 4 6.1553 15 6.1081 

27338 29748 25885 15 

8.1403 8.1255 8.1819 -75 


(SS) 

(R) 


29900 -09015 871 -928 
8.1313 +09007 263 - 362 


South Korea (Won) 270498 -2099 108- 787 272547 270053 


26858 09 25814 

82688 -6.8 85314 


Taiwan 

Thailand 


(TS) 53.6134 -09497 775-494 539469 534233 535466 15 534265 19 529474 
(31) 719112 -09363 428 - 798 719960 895460 71574 -79 727773 -89 77944 


- 1.1 

- 120 ' 

1.1 

05 

-62 

12 

-95 


101.1 


Feb2S 

Closing 

mld-poM 

Change Bid/offer 
on (toy spread 

Day’s mid 
bgh tow 

Onm month 

Rate %PA 

Three months 
Rote 96PA 

One year 
Rate 

jJ> Morgan 
34 PA index 

Europe 

Austria 

tScftj 

12.7471 

+09691 446 - 496 

12.7500 

12.6340 

12.723e 

2 2 

12.6816 

2.1 

123181 

13 

1022 

Betgtum 

(HFr) 

372600 

+0209 700 ■ 100 

37.4200 

379400 

379265 

29 

373065 

29 

36996 

19 

102.0 

Denmark 

(DKr) 

62061 

♦C.037 051 - 071 

62073 

6.8376 

69951 

19 

6975 

19 

6.7983 

1.6 

1033 

Finland 

(FM) 

52005 

+02304 995 - D1S 

52025 

5.4449 

5.4894 

2.4 

54699 

22 

53915 

2.0 

80.1 

Franca 

m 

82725 

+09322 715 - 735 

S97S2 

69146 

69611 

23 

6.0406 

2.1 

59555 

19 

1049 

Germany 

(DM) 

19117 

+0.0098 114 - 120 

1.0123 

1.7340 

19064 

22 

19022 

2.1 

1.7771 

19 

102.7 

Greece 

PI 

286490 

+1205 440 - 540 

286280 

283920 

28892 

-99 

293.745 

-10.1 

311695 

-9.1 

64.9 

Ireland 

(K) 

12707 

-09098 597 - 717 

12853 

19670 

19699 

0.7 

1.3669 

03 

13787 

-03 

. 

Italy 

W 

179890 

+1091 750-850 

1788.75 

1770.43 

178895 

-0 6 

1789.78 

-0.4 

17773 

0.6 

75.i 

Luxembourg 

(LFr) 

372900 

♦0209 700 - 100 

37.4300 

37.0400 

379265 

29 

372065 

20 

36936 

19 

102.0 

NeOiertands 

(FT) 

20419 

+09113 416 - 421 

29425 

2.0215 

2.0379 

2.4 

2.0307 

22 

2.0023 

19 

1012 

Norway 

(frKr) 

72974 

+0.0814 970 - 978 

79997 

75002 

79844 

2.1 

73627 

1.8 

7.4862 

15 

95.6 

Ponugtd 

(ESI 

185490 

+195 440- 540 

185970 

183.620 

165946 

09 

164988 

1.1 

182.735 

13 

925 

Spain - 

(Pta) 

•153.535 

♦0245 510 - 560 

153.700 

151.740 

153.432 

09 

153.165 

13 

15199 

1.4 

78.3 

Sweden 

(SKr) 

89645 

♦09388 595 - 695 

8.0735 

79822 

89572 

1.1 

a. 0444 

13 

79941 

0.9 

83.7 

Switzerland 

(SFr) 

1.4655 

♦09105 650 - 660 

1X662 

1.4400 

1.4593 

5.1 

1.4486 

4.6 

1.4025 

43 

1082 

UK 

K) 

72465 

-0.0007 460 - 470 

1.6513 

19451 

19439 

19 

1.6392 

1.8 

1.6205 

15 

1042 

Ecu 

- 

19908 

-09062 903 - 913 

1.1010 

19800 

1.092 

-14 

19944 

-13 

1.1065 

-14 

- 

SDRf 

- 

0.74072 

- 

. 

. 

- 

- 


. 

. 

. 

. 

Americas 

Argentine 

(Pwtfl 

02998 

- 998 - 998 

09999 

09997 


. 

. 

. 

. 

. 


Brazil 

(FB) 

1.1294 

♦09003 293 -294 

1.1296 

1.1291 

- 

- 

- 

- 

- 

- 


Canada 

(CS) 

14223 

-0JXH 220 - 225 

1.4255 

1.4215 

1.4214 

0.8 

1AT07 

0.7 

1.4152 

03 

82.9 

Mexico (New Peso) 

82790 

-0965 730 - 850 

8.5670 

69720 

6.6915 

-15.7 

89 

-15.0 

9924 

-143 

- 

USA 

(S) 

- 

- 

- 

- 

- 


- 

- 

- 

- 

1093 

PadBc/Mlddle Eost/Afrfca 
Auetrafia (AS) 1901B 

-0.0014 013 - 034 

1.5149 

1.4937 

1901 

0.6 

1.4984 

09 

1.4877 

09 

872 

Hong Kong 

(HKS) 

7.7485 

+0.0006 460 - 470 

7.7475 

7.74556 

7.75 

-09 

7.7815 

-19 

8.0265 

-36 

- 

India 

(Fto) 

392250 

-091 000- 500 

392800 

39.1850 

- 

- 

* 

- 

- 

- 

- 

Israel 

(Shk) 

32816 

+0.0007 B72 - 959 

39686 

39860 

- 

- 

- 

- 

- 

- 

- 

Japan 

(V) 

128970 

+0.705 520 - 620 

128.650 

126930 

128 

59 

126945 

51 

122.165 

53 122.4 

Malaysia 

(MS) 

3.7375 

♦09025 300 - 450 

39200 

39871 

3.741 

-1.1 

3.7575 

-2.1 

3995 

-42 


New Zealand 

(NZS) 

17333 

-0.0024 322 - 343 

1.7467 

1.7268 

1.7364 

-2.1 

1.7418 

-2.0 

1 7606 

-13 


PMppfrtcn 

(Peso) 

402500 

-095 000 - 000 

40.6000 

40.0000 

40.7435 

-11.7 

41396 

-12.4 

459115 

-139 


Seud Ar&ta 

(SR) 

3.7506 

- 505 - 507 

3.7509 

3.7503 

3.7521 

-03 

3.7552 

-03 

3.77 

-03 


Singapore 

(S3) 

1.6338 

-09002 325 ■ 350 

1.6590 

1 6220 

1.6343 

-0.4 

1.6385 

-13 

1.6548 

-T.3 


South Africa 

(R) 

42385 

+09025 370-400 

49430 

49340 

49771 

-9.4 

59447 

-8.6 

53265 

-79 


South Korea 

(Won) 

164250 

-112 100 - 400 

1645.00 

163990 

- 

- 


. 

- 

- 

- 

Taiwan 

(TS) 

325620 

-0.1985 500 • 740 

32.7300 

329300 

32973 

-0.4 

323945 

-0.4 

32.6745 

-03 


Ttuftend 

(Bl) 

432500 

-155 000 -000 

439500 

4220OT 

43.6 

-9.7 

444 

-10.6 

48.1 

-112 



MONEY RATES 


Feb 25 

Over 

One 

Three 

Sx 

One 

Lornb. 

CDS 

Repo 


nignt 

month 

u«Ht> 

mths 

VW 

inter. 

rate 

rate 

Belgium 

31 

3C 

3 ',i 

32 

32 

6.00 

275 

_ 

Franca 

3 .: 

s; 

4 » 

W 

3V 

4.60 

- 

390 

Germany 

3L 

3^. 

34* 

j; 

32 

430 

2.50 

3.30 

Ireland 

G- 

6. 

Gi 

yj 

5V» 

_ 

- 

6.75 

Italy 

6V. 


6; 


5'fr 

750 

5.50 

5.91 

Netherlands 

2* 

3H 

a’i 

35J 

3$ 

- 

2.75 

320 

Switzerland 

«L 

1i 

j 

i,; 

1i 

- 

1.X 

- 

US 

S’6 

5.1 


v-i 

SL 

- 

550 

- 

Japan 


2- 


L 

A 

- 

030 

- 

■ S LIBOR BBA London 








Interbank E-bring 

- 

5M, 

5" 

5 ; 

ss 

- 

- 

- 

US Dollar CDs 

- 

542 

5.46 

5.52 

5.62 

- 

- 

- 

ECU Linked Do 

_ 

4£ 

j; 

4^ 

4 1 

_ 

_ 

_ 

SDR Linked Os 

- 

S2 

3« 

3* 

3-2 

- 

- 

- 


Tt* FT nos irotecod ttw low FT London wimtaa* rung n, Witt! fro BBA London rate. 4ny 

Eommenis irirxsd t» oert to Martin Dunoon. Financial EOtcr, al itw FT 

vn rates mw WOW) tor era ocmastlc Utwy nates. US3 CDi. ECU S 5DR Lmkod Dapo-Ks IDS) 


EURO CURRENCY INTEREST RATES 

Feb 25 Short 7 days One Three 

term notice month months. 


Six 

ITKHIIIU 


One 

year 


Belgian Franc 

31J - 

3i? 

3ti 

3H 

3ft 

■3ft 

3ft 

3ft 

3ft 

3ft 

3ft 

- lh 

Danish Krone 

3fi- 

3 J 2 

3ft 

3E 

3ft 

■ 3)1 

3ft - 

3ft 

3ft 

3 7 Z 

4lg 

-4 A 

German Mark 

3*0 - 

31* 

3ft 

3ft 

3“2 

-3li 

3ft- 

3>4 

3*4 

3‘2 

30 

- 3)1 

Dutch Guilder 

2%- 

2»2 

Oft 

3 »** 

3A 

■ 3,*e 

sa- 

3ft 

3ft 

3ft 

3h 

■ 3*e 

French Franc 

3jS - 

3* 

3ft 

3ji 

3^2 

- 3 J 9 

4 , 1 - 

4j‘r 

3H 

3ft 

3}J 

•3)1 

Portugese 1 Esc. 

47j . 


4)2 

4i. 

412 

Jft 

4ft- 

4ft 

4Ja 

*h 

4 I 4 ■ 

• A& 

Spanish Peseta 

5 - 

-^5 

5 - 

•»si 


4ft 

458 . 

4 A 

4ft 

Ah 

4A 

■ Jtl 

Starting 

74 

- 7 

7(i 

?A 

713 

-711 

7*t - 

7ft 

7ft 

7ft 

7,1 • 

■ 7,» c 

Swiss Franc 

-V - 

>4 

1 ■ 

ti 

1i 

-ft 

ft- 

il 

l*fl 

- f 

1*8- 

- U1 

Canadian Dollar 

41+ - 

4 1*4 

5 - 

4^1 

4 J 4 

■4jt 

4)2 - 

4i2 

5,-4 


SA ■ 

5A 

US Dotta 

5%- 

5>2 

5ft 

5iJ 

5ft 

- 5ft 

5*8- 

5,4 

511 

5? t 

SSI - 

5ft 

Italian Ura 

6^ 

- 1 

6ft 

6/* 


•Bi 

«r 

- 6 

54i - 

5*8 

5i*. ■ 

■5 i 

Japanese Yen 

,i . 

k 

56 

% 

13 

- ft 

ft - 

ft 

ii- 

ft 

11 

»2 

Asian SSmg 

1 J 4 

- 1 

s*» 

1*2 


-5% 

7l e 

- 6 

75+ - 

6 j 2 

7h ■ 

6*8 


Snarl term rates arc cafl tor the US Dollar and Vert, others, two days' norm. 

■ THREE MONTH FHBOR FUTURES (MATIRPans Interbank ottered rate 


t mm kr M> 34. Brdtoikr apnadi In aw Pauel 9ps» table «km <x*y the Hat twee dacha! ptocn*. Stating now cabuMed by the Bat* <4 Engtoid. Base 
auoniga 1890 ■ tOOL hdn nfiand 14LBB. The srdanga man pitted si UK taUe are MO rralabto on the Hemal 4 WVe0towwJ r r.enm 


CROSS RATES AND DERIVATIVES 


. t SDft nu par S for Feb 24. BkJ/otkr apron* In the DoRar Spat table snow only ilia las Bane decani* pints- UK. Mend 8 ECU an quoted n 
US curancv. J.P. Moran nominal hdtoee Fab 24: Bam amrags 1990*100. BA offer, mid spot rates and forward rates In both the and me 
Dotar rafale are derived from THE WM/REUIERS CLOSING SPOT end FORWARD RATE services. Soma values are maided by me F.T. 

The e x change rates protean ons tads are aba twaiabio on the internet at httjx7/wwwJFT.coin 



Open 

Sett price Change 

High 

Low 

EsL vot 

Open Im. 

Mai 

96 42 

96.42 

-0.01 

96.43 

96 42 

6.041 

64.668 

Jun 

96.32 

96 33 

-0.01 

96.33 

9622 

6.586 

89.773 

Sep 

96.19 

96.19 

-0.03 

9620 

96 19 

3.920 

28.375 

■ THREE MONTH EUROMARK FUTURES (UFFE)' DMtrrr points Of 100% 


Open 

Sett pnee 

Change 

Hign 

Low 

E&L vol 

Open int. 

Mar 

96.470 

96.470 

- 

96.480 

96.460 

33664 

364608 

Jun 

96.350 

96.330 

-0.010 

96. 355 

66205 

50394 

393338 

Sep 

96200 

96.190 

-0 010 

96230 

96.170 

32217 

317416 

Dec 

96.000 

95.990 

- 0.010 

96.030 

95.960 

50560 

348573 

■ OIK MONTH EURO MARK FUTURES (UFFE)' DM3m pouts of 1D0% 


Open 

Sen price 

Change 

High 

Low 

Est. vol 

Open kit. 

Mar 


96 49 

- 



0 

2675 

Apr 


9648 

+0.01 



0 

50 

May 


96.45 

+0.01 



0 

1 

Jun 


96.41 

+0.01 



0 

0 

■ THREE MONTH EUROURA FUTURES (UFFE) 

’ LI OOOm points of 100% 


Open 

Sen price 

Change 

High 

Low 

Est. vol 

Open inL 

Mar 

94.00 

94.00 

-0 02 

94.03 

9398 

23500 

139955 

Jun 

95.02 

95.01 

-0.04 

95.05 

35.01 

37266 

223017 

Sep 

9594 

95.55 

■0.03 

95.57 

95 53 

11439 

147949 

Dec 

95.75 

95 76 

-002 

95.78 

95.74 

9272 

136843 

■ THREE MONTH EURO SWISS FRANC FUTURES (UFFE) SFr 1m pohts of 100% 


Open 

Sett pnee Change 

High 

Low 

Est vol 

Open Int. 

Mar 

9891 

9820 

-0 02 

98.93 

98.88 

10150 

65774 

Jun 

98.80 

98.77 

-0.04 

68.82 

98.75 

12314 

83867 

Sep 

98.67 

98.65 

-0.04 

98.68 

98.63 

4083 

23874 

Dec 

&&4B 

98.46 

-0.06 

98.50 

38.44 

2141 

16217 

■ THREE 

MOUTH EUROYEN FUTURES (UFFE) YlOOm penis of 100% 


Open 

Sett price 

Change 

High 

LOW 

Est. vol 

Open int. 

Mar 

98.95 

98.98 

+0 OB 

98.99 

98.95 

320 

n/a 

Jun 

99.15 

99.18 

+0.05 

99.17 

99 15 

300 

n/a 

Sep 


9920 

+0.01 



0 

n/a 

■ THREE MONTH ECU FUTURES (UFFE) Eculm pants ol 100% 



Open 

Sen price 

Change 

Hl^i 

Low 

Est. vol 

Open int. 

Mar 

95.68 

65.69 

. 

95.69 

95.88 

1073 

8707 

Jun 

95.73 

65.73 

■0X12 

95.74 

95 73 

408 

7835 

Sep 

95 73 

95.74 

-0.01 

95.74 

95.73 

363 

10341 

Dec 

95 89 

95.88 

-0.03 

95.B9 

95.89 

189 

4607 


UFFE futures also traded on AFT 

■ EUROURA OPTIONS (UFFE) LI 000m points of 100% 


EXCHANGE CROSS RATES 

Fdb 25 BFr DKr FFr 

DM 

E 

L 

H 

NKr 

Es 

Pie 

SKr 

SFr 

t 

cs 

S 

Y 

Ecu 

Belgium 

(BFr) 

100 

18.47 

1624 

4.845 

1.S51 

4782 

5-461 

2032 

496.1 

410.8 

2157 

3220 

1.624 

3204 

2.675 

3432 

2-452 

Denmark . 

(DKr) 

54.14 

10 

8.793 

2.623 

1256 

2589 

2257 

1120 

268.8 

2222 

11.68 

2.122 

0279 

2259 

1-448 

1865 

1227 

France 

(FFr) 

61-57 

11.37 

10 

2283- 

1201 

2944 

3263 

1251 

305.5 

2522 

1328 

2^13 

1200 

2.342 

1.647 

211.7 

1510 

Germany 

(DM) 

20.64 

3212 

3.362 

1 

0-403 

9862 

1.127 

4.194 

102.4 

84.75 

4.451 

0809 

0335 

0785 

0532 

70.97 

0.506 

Ireland 

nq 

5125 

0466 

8224 

2.483 

1 

2451 

2.799 

10-41 

2542 

2105 

1125 

2208 

0233 

1250 

1.371 

1782 

1-257 


« 

2.001 

0.386 

0240 

n .101 

0.041 

100 

0.114 

0425 

1027 

8587 

0.451 

0.082 

0.034 

0.060 

0056 

7.191 

0051 

Netherlands 

(F» 

1831 

3282 

2274 

0287 

0257 

875.7 

1 

3.721 

9024 

75.18 

5250 

0718 

0297 

0637 

0.490 

6227 

0-448 

Norway 

(NKf) 

■4921 

9.090 

7293 

2285 

0.960 

2353 

2.688 

10 

244.1 

202.1 

1021 

1229 

0799 

1272 

1.316 

1602 

1207 

Portugal 

(Es) 

20.1 B 

2723 

3274 

0277 

0293 

9632 

1.101 

4.098 

100 

82.77 

4.348 

0.790 

0327. 

0.767 

0538 

69.31 

0-494 

Spain 

(Pta) ■ 

2425 

4-498 

3255 

1.180 

0475 

1165 

1230 

4248 

1202 

100 

5253 

0255 

0.396 

0926 

0651 

83.74 

0.597 

Sweden 

(SKr) 

46.36 

8564 

7530 

2247 

0005 

2217 

2532 

9-421 

2300 

1904 

10 

1217 

0753 

1.764 

1-240 

159-4 

1.137 

Switzerland 

(SFr) 

2521 

4.712 

4.144 

1236 

0498 

1220 

1283 

5.184 

128.6 

1042 

5.503 

1 

0414 

0.971 

0.682 

87.73 

0626 

UK 

m 

61.56 

1127 

9296 

?ana 

1201 

2944 

3262 

1251 

305.4 

2522 

1328 

2-413 

1 

2542 

1.647 

211.7 

1.509 

Canada 

(CS) 

2829 

4.856 

4270 

1274 

0513. 

1257 

1.436 

5242 

1304 

107.9 

5.670 

1.030 

0427 

1 

0703 

90.40 

0.645 

USA 


3729 

6.906 

6273 

1212 

0.730 

1788 

2.042 

7.587 

1655 

1535 

0065 

1.466 

0207 

1-422 

1 

128.6 

0217 

Japan 
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4.723 
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0.472 
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1950 
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8267 
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0.7945 
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3.727 
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- 
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- ■ 
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46 

1,640 
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- 

05040 
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51 
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■ STERLING FUTURES (IMM) £82.500 per £ 





0580B 

06850 

-0.0061 

06815 

06843 

15-496 

43229 

Mar 

1.6490 

15460 

-05042 

1.6500 

1.6446 

7539 

31(327 

07000 

0.6B29 

-00062 

07000 

■ 08922 

175 
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Ecu can. 
rates 

Rate 

against Ecu 

Change 
on day 
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ceru rate 

% spread 
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Dtu. 

tod. 

Ireland 

0796709 

0.794288 

+0,001363 

-055 

3.19 

4 

Spain 

163526 

167.400 

+0.095 

2.19 

042 

-15 

H* 1/ 

1906-43 

7949.62 

+1.19 
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035 

-16 

Finland 

555424 
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+000352 

2-40 
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-16 

Portugal 
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202534 

♦052 

2.45 

0.16 

-16 

Denmark 

754555 
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+0.00376 
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0.13 
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Franca 

045863 

S. 62035 

♦000205 

220 

0.11 
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Germany 

122573 

1.97498 

+0.00091 

2.56 

006 

-25 

Austria 

132485 

132961 

+00083 

2.57 

055 

-10 

Netherlands 
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2526 

+0.001 

2.59 

0.03 

-19 
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39.7191 

40.7560 

+ 001 B6 

2.62 

050 

-19 
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Greece 

295589 

312.44 
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S.S2 

-3.02 

- 

UK 

0.793103 

0683803 

-0002039 

-1650 

22.61 
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Adam 8 company 725 
Abed tosh Bank (G3) 725 
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9425 

0.01 

0.84 

1.36 

056 

0.08 

9450 

0 

0.62 

1.12 

0.50 

Oil 

Est ml 

IOW. &»■# 25139 Pun 16625 

Previous day's open m.. Goto 32J7SE 


Sep 

0.05 

0.06 

0.07 


New Issue February 26, 1 996. These securities having been sokl, this announcement appears as a matter of recorel only. 



DePfa-Bank 

Deutsche Pfandbdet- und Hypothekenbank AG 
Wie^jaden, Federal Republic of Germany 


DM 1,000,000,000 

5 % Public Sector Pfandbriefe (dffentliche Pfandbriefe) of 1998/2006 


Series 478 


UNICO BANKING GROUP targeted Issue 


DG BANK Cr&drt Agricole indosuez Rabobank International 

Deutsche Genossen sc hafts bank Niederiassung Frankfurt Frankfurt Branch 


RZB-Austria 

Raiffeisen Zentralbank Osterreich AG 


BANCO COOPERATTVO 


CERA INVESTMENT BANK 


Norinchukki faitematlonal pic OKOBANK 


ICCREA S-p-A. 


Swedbank - 
F&renlngsSparbanken 


Schweizer Verband 
der Raiffeisenbanken 


U.S. $250,000,000 
Canadian Imperial Bank 
of Commerce 

(A Canadian Chartered Bank) 

Floating Rate Subordinated Capital 
Debentures due 2085 

Notice Is hereby given that tor the six months interest period Irom 
February 26, 1 998 to August 26, 1 998 the Debentures will carry an 

interest rate of 5.8125% per annum. The interest payable on the 
relevant interest payment date, August 26. 1998 against Coupon 
No. 24 wiB be U.S. S292-24 and U.S. £2,922.40 respectively for 
Debentures in denominations of U.S. $10,000 and U.S. $100,000. 
By. The Chase Manhattan Bank A CHASE 

London, Agent Bank 'w 

February 26, 1998 


INTERMARKET FUND 

SICAF 

Registered Office: 69. route d’Esdi 
L- 1-170 Luxembourg 

Notkx I-. hureby pivut that the 6>trj«diiui> General Miattmp of UurehoUei'. 
shall be held st ihe ret-iiitercd offiix on MareJi 6. 1WS al Jt'Xl p.ra. for the 
rurpow of uKbiderinf dw following ap.Midj: 

I. to receive ihv report of the liquBlUor. 

-. ip appoint on auditor lo the liquidation m uixonlonee with antek 1 5 1 of the 
la* on commercMl companies 

Shareholders are advised that jt lh» Mctrunp. t>i quorum is required ami the 
dcci>.ion will be pasval by a simple majority of the shuns, rejwwHcd « Hie 
meeting. 

In onto lo attend the mceuiti; of INTERMARKET FL'ND, ihe owners of bearer 
shares will have to deposit Uievr shares Tnc clear iLtvt> before the Mecimg a the 
ret; toned office oi the Company. 

THE BOARD OF DIRECTORS 
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COMMODITIES AND AGRICULTURE 


Tight supply seen for platinum metals 


By Gary Mead 

Palladium and platinum are likely 
to be in tight supply this year and 
prices are set to hit record levels, 
according to the metals trader 
Standard Bank. 

Presenting the bank's Platinum 
Yearbook for 1998. Trevor Pitts, 
manager of platinum group metal 
(or pgm) marketing, forecast a 
trading range in 1998 of SI 80 to $280 
an ounce for palladium and $350 to 
$450 an ounce for platinum. 

He warned that Russian supplies 
of platinum would fall, as stocks 


have been drawn down, and the 
yearbook asserts that ‘‘Russians 
can no longer be looked upon as an 
absolutely reliable supplier of 
metal to consumers and/or the 

market". 

Prices for both palladium and 
platinum soared towards the mid- 
dle of 1997, on the back of intermi- 
nable delays in Russian exports. 
Catalytic convertor and electronic 
goods manufacturers ace both 
heavy users of the two metals. 

For platinum, the highest Lon- 
don ‘‘ii<" was $497 an ounce, on 
June 6; the average “fix" for the 


year was just over $395, against 
fractionally more than $397 in 1996. 
Palladium's highest 1997 “fix" was 
$245.50, also on June 6; the average 
“fix" for the year was just above 
$178, more than S50 up on 1996. 

Mr Pitts said that the market 
this year was again shaping up for 
a period of difficulty concerning 
delayed Russian shipments of 
pgrns, and that bureaucratic obsta- 
cles to their export were likely to 
induce end-users to seek substi- 
tutes more intensively. 

“The main concern is not price; 
it's reliability of supply. Tbe car 


companies could absorb high er 
prices, it's not knowing what the 
Russians will deliver that's the 
problem," be said. 

Tbe world could face an annual 
shortage of as much as 700,000 
ounces of platinum as a result of 
declining Russian production and 
sales, according to Rene Hochrei- 
ter, analyst with Barnard Jacobs 

Mellet, writing in the year-book. 

Mr Hochreiter estimates plati- 
num production at Norilsk - which 
he describes as having “shocking" 
infrastructure - at 420,000 ounces a 
year, or about 75 per cent of Rus- 


sia's pgms; he puts total Russian 
capacity at 600,000 ounces. 

“Compared to recent years' sales 
in excess of 1.2m ounces per 
annum,- it looks as though a short- 
fall of about 600,000 ounces, less 
new production, could be expected 
in 1997 and 1998," he says. 

Mr Hochreiter argues that while 
some South African mines - which 
dominate pgm production - can 
make good some of the supply 
shortfall, they will not be able rap- 
idly to ping the much larger gap 
left when Russian inventories 
become exhausted. • 


Prices on 
LME move 
higher 


MARKETS REPORT 


By Gary Mead 

Prices moved higher than of 
late on the London Metal 
Exchange. The announce- 
ment by BHP Copper that it 
will cut production helped 
lift three-month copper price 
to $1,665 a tonne, up S36 on 
the previous close. Lead was 
also strong, closing up $22 
at $545 a tonne, due to tight- 
ness in the scrap market 

The London afternoon 
gold “fix” was 25 cents 
weaker than in the morning, 
at $292.25 per troy ounce. 

The World Gold Council 
said gold demand in 1997 in 
the emerging markets it 
monitors in Asia, the Middle 
East India and Latin Amer- 
ica rose by 13 per cent to 
2.129 tonnes, while in devel- 
oped countries it was up by 
1 per cent at 806 tonnes. 

On the International 
Petroleum Exchange in Lon- 
don, April-dated Brent crude 
oil opened at $13.78 a barrel 
and edged up to $14.11 in 
later trading, though trad- 
ers said sentiment was still 
bearish. 

The May contract for 
robusta coffee closed at 
$1,766 a tonne on Liffe, up 
$6, amid scant fundamental 
news, while May cocoa 
closed £8 higher at £1,040 a 
tonne. 


COMMODITIES PRICES 


Panama prays for end of 



P anama's dry season 
might be good news 
for the cruise liners 
that pass through the scenic 
waters of the Panama Canal 
at this time of year. But 
commercial shippers, com- 
modity dealers and tbe canal 
authorities could be forgiven 
for casting an eye to the 
heavens and praying for 
rain. 

Dependent for its water on 
tbe rainfall it captures dur- 
ing Panama's usual prodi- 
gious wet season downpours, 
tbe canal is presently a vic- 
tim of an El Niho-induced 
drought, with 35 per cent 
less rain than normal in the 
canal watershed last year. 

With no significant rain 
expected until April or May 
and 52m gallons of water 
pouring out of the lock gates 
and into the ocean with 
every ship that transits, the 
canal authorities have bad 
no option but to notify ship- 
ping of draught restrictions. 

Commodity shippers say 
the result will be higher 
costs and increased prices. 
Some 17 per cent of the larg- 
est ships - dry bulk carriers, 
container vessels and tank- 
ers - are expected to have to 
transit this year with less 
than their usual load to com- 
pensate for the xednced 
clearance. 

Each six-inch cut in 
draught from the usual 39 
feet six inches equates to 
about 1.000 tonnes of cargo - 
and the restrictions are 



Increasing draught limits are being imposed on ships using the drought-hit Panama Canal 


expected to be as mucb as 
five feet six inches by June. 

Grain carriers shipping 
from the US Gulf to east 
Asia are some of the canal's 
biggest users and will be 
among the worst hit. On a 
standard grain contract to 
Japan of 54.000 tonnes, each 
six-inch restriction would 
push up shippers' freight 
costs by 30 to 35 cents a 
tonne, explained Mimmo 
Scannapieco. vice-president 
for ocean freight of US com- 
pany Continental Grain. 


“The charterer will pay 
the costs because the owner 
will want the same return on 
his vessel. Once you get 
draughts falling by three or 
four feet, that will be 
reflected in the price of com- 
modities sold into the Far 
East," Mr Scannapieco said. 

"1 am pretty sure that if 
we think the draught will be 
down to 37 feet by April, we 
will already see some impact 
In the freight part of the 
price of commodities," he 
added 


On March 12 the passable 
draught fells to 39 feet and 
two further six-inch cuts are 
set to be made by March 24, 
creating “a lot of pressure to 
get cargo moved quickly", 
said Mr Scannapieco. 

Shipping companies are 
seeking to utilise newer Pan- 
amas vessels and smaller 
ships, and reduce their 
dependency on older Pana- 
mas vessels, whose capaci- 
ties are most severely cur- 
tailed by the draught 
restrictions. 


Reduced demand in Asia, 
due to the region’s currency 
crises, could help offset the 
drop in the canal’s levels. Mr 
Scannapieco predicted a 4-5 
per cent drop in gram vol- 
umes. 

Tbe canal’s revenues are 
not directly affected by tbe 
draught restrictions, as tolls 
are based on a ship's normal 
cargo capacity rather than 
the actual weight of cargo 
carried- 

The Panama Canal Com- 
mission last week reported 
first-quarter traffic and toll 
revenues above budget - 
although the past two 
months have registered a 
downward trend, according 
to Alberto Alethan Zubieta, 
tho <*anai administrator, and 
the PC C remains wary about 
the effects of the Asian 
crisis. 

In Panama, shipping 
agents fear the restrictions - 
after canal toll rises of 82 
per cent in January 1997 and 
7.5 per cent this year - will 
mean a loss of business as 
shippers bimt for alternative 
routes. 

“No one can tell you what 
the threshold is, but it is 
possible that some business 
that was mar ginal will reach 
that threshold," said one 
agent “Ship owners are con- 
stantly doing their sums as 
fer as tbe canal is concerned. 
It might just push a few 
people to do something else." 

James Wilson 


BHP Copper 

to cut 


& 




By Gary Mead 

BHP Copper - a subsidiary 
of BHP. the world’s second 
largest copper mining com- 
pany - is cutting copper pro- 
duction at its Pinto Valley 
mine complex in Arizona 
from more than 85,000 
tonnes a year to about 16,000 
tonnes, as a direct result of 
the currently depressed 
prices for copper. The move 
should signal “the. first of 
many such closures, on any 
rational basis’* according to 
one copper market specialist. 

BHP Copper said a decline 
of 1 cent in the price of cop-' 
per cuts about $13m from 
Pinto Valley’s annual net 
profits. Copper has dropped 
from a high of $1-22 a pound 
to about 72 cents a pound 
yesterday and BHP Copper's 
North American operations 
have, according to the com- 
pany. net cash costs of SO 
cents a pound, malting it one 
of the continent's higher -cost 
producers. 

BHP said it has no plans . 
to close the mine, nor to 
reduce capacity at its Robin- 
son mine, which produces 
60,000 tonne a year and is 
another high-cost producer. 

The mothballing of the 
majority of the Pinto Valley 
mine’s production follows 
the recent decision by 
Cyprus Am ax Minerals to 
cut production at its Arizona 
copper complexes by about 6 
per cent • 

Most analysts concur that 
more cuts are inevitable but 
“they may take a long time 
to feed through, producers 
win adopt many survival 
strategies To stay open", said 
Robin Bbar. head of research 
at the brokers Brandeis. . - - 

Mr Bhar pointed but that 
exit costs from copper pro- 
duction are high, . and that 
mining companies will prob- 
ably toy to keep their 
operations going so long as 
they can. cover cash-flow suf- 
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ficiently to meet interest 
payments and other operat- 
ing costs. 

"I think we need to see 
copper’s price fell to 65 cents 
a pound, and stay there for a 
1 sufficiently long time, about 
two to three years, before we 
see production cuts of the 
sort needed,” he added. 

Most analysts agree that 
1998 will see a large surplus 
of copper of at least 400,000 
tnnnftg and much more if the 
currency crises In parts of 
east Asia lead to a serious 
economic slowdown in the 
region. 

The difficulties for high- 
cost, conventional producers 
are being worsened by the 
rapid expansion of produc- 
tion among low-cost produc- 
ers using less expensive and 
less capital-intensive meth- 
ods of extracting copper 
through solvent extraction 
processes known as SX EW. 

■ Mining using . SXEW pro- 
cesses, which have cash 
costs of 35 to 60 cents a 
pound (against 60-80 cents 
for conventional processes) 
expanded by 270 per cent in 
the past decade. 

According to brokers Rud- 
olf Wolff, 1998 will see an 
overall 6 per cent rise in 
globa l co pper production, 
with SXEW growing by 20 
pm- cent 


Br +■ 


BASE METALS 

LONDON METAL EXCHANGE 

(Prioes from Amalgamated Maul Tradmgj 
■ ALUMINIUM, 99.7 PURITY (S per tomel 


Precious Metals continued 

■ GOLD COM EX (IDO Troy oe,: S/troy oz.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnes'. E per tonne} 


SOFTS 

■ COCOA UFFE 00 


Momna} 


MEAT AND LIVESTOCK ■•>,/ 

■ UVECATTLE CME (4QJXX3t»;oanl»V») 



Cush 

3 mths 

Close 

1418-8.5 

1435-6 

Previous 

1421-22 

1439-40 

HBgtVlow 


145171434 

AM Official 

1418-18J 

1435-36 

Kerb dose 


1446-7 

Open inL 

262.632 


Told daily Mnover 

68.452 


M ALUMINIUM ALLOY (5 per tonne} 

Close 

12S0-SS 

1276-8 

Previous 

1253-58 

1280-81 

High/low 


128571278 

AM Official 

1251-51.5 

1280-80.5 

Kerb dose 


1280-2 

Open bit 

4.858 


Total dafly nanavw 

2.550 


■ LEAD (S per tonne) 


Close 

534.5-5.4 

541-2 

Previous 

506 .5-07-0 

521-22 

Highflow 


545/547 

AM Official 

529.5-30.5 

539.5-40.0 

Kerb close 


544-5 

Open InL 

32.329 


Total daSy turnover 

iaiie 


M NICKEL IS per tonne) 


Close 

5130-40 

5220-25 

Previous 

5210-20 

5305-10 

High/low 


5320/5210 

AM Official 

5195-200 

5290-95 

Kerb dose 


5255-65 

Open mt. 

58.502 


Total dally turnover 

18.204 


M TIN ($ per tonne) 



Close 

5240-50 

5260-65 

Previous 

5265-75 

5290-95 

HighAoro 


5Z9Q/S25Q 

AM Official 

5250-55 

5270-75 

Kerb close 


5260-6S 

Open bw. 

14.277 


Total easy turnover 

2.715 


M ZINC, special high grade (5 per tonne) 

Close 

1022.5-3.5 

1047-8 

Previous 

1019 5-20 5 

1044-45 

High/Jcn/i 


106071044 

AM Official 

1022-22.5 

1047-48 

Kerb close 


1058-9 

Open mt 

73.807 


Total i3afy Turnover 

20.250 


■ COPPER, grade A re per tonnei 

Close 

1612-3 

1637-8 

Previous 

1601-02 

1628-29 

Hkjh/low 

5 

166571630 

AM Official 

1606-06 5 

1632-33 

Kerb dose 


1665-6 

Open an 

46.235 


Total oaJy tunover 

66.093 



■ LME AM Official E/S rata; 1.6485 
LABE Ctortng OS rata; 1.6460 

Spat 1.6*71 3 mfle IWCQ 6 outs 1 6334 9 rate 1 S2S9 

■ HIGH GRADE COPPER IC0MBQ 



Son 

Day's 




<*« 


price 

change 

High 

LOT* 

YM 

hit 

Feb 

74 75 


75.50 

72G5 

w 

331 

Mu 

7500 

+2.45 

7600 

72.70 

6291 

19.633 

Apr 

75 55 

- 

75 55 

7300 

252 

2,316 

May 

76 10 

♦260 

7690 

73 SO 

7.558 

21.294 

■m 

76.40 

- 

75.40 

74.30 

74 

2.050 

Jul 

7690 

+145 

77 40 

74 60 

475 

6554 

Total 





15,412 

73*0 


PRECIOUS METALS 

■ LONDON BULLION MARKET 

(Press supplied by N M Rotnsonkli 

GoWroy oz) S pries £ oquiv SFr aqurv 
Close Ml .30-291 .M 

Opening 221. 70-232* 

Morning fix 293.30 177.388 426.173 

Aftwnwn fi* 292.25 177.390 *28.292 

Day's High 29300-25350 

Day's Low 291 60-29200 

Prwims rtKfi 291.70-0220 

Loco Ldn Mean Geld Landing Rates tVs USS) 

1 month 3.77 6 months 3.69 

2 morihs 3.78 12 months -3.52 

3 months — 3.78 

Sihier Ha 

spa 
3 months 
6 months 
1 year 
Gold Coins 
Krugerrand 
Maple Leaf 



Sett 

Day's 



Open 


Salt 

Bay's 




Open 


Sett 

Day* 



. Open 


SMt Dayfe 

Open 


price change 

High 

low 

Vd u 


price dungs High 

lam 

VM 

tat 


price change Mgh 

Low 

HU M 


Price chango mgh Low Vd 

tat 

Fob 


+08 

2928 

2908 

78 100 

Mar 

78 75 

-0.45 

78 75 

78.70 

22 

349 

Her 

1017 

+6 

1017 

1010 2.6T8 25*6 

Apr 

63*5 -0*0 64475 63.75017*5 

5Z*8 

Mu 

294.1 

- 

- 

- 

2 3 

May 

80* 

~0.BE 

81.30 

80.75 

258 

3*2 

Hay 

1038 

♦6 

1040 

1031 2,710 dt.197 

Am 

65375 -0325 67.0* 85*0 8*4 

30447 

Apr 

2932 

+0.5 

294 2 

292.4 21,568 87.813 

Jd 

8100 

-0 80 

83.00 

82.75 

71 

975 

Ail 

1058 

+« 

1060 

1052 

370 14*0 

Aug 

87.475-0300 68.050 67*0 4,042 

10*4 

An 

2948 

- 

296.0 

294.4 

1.132 16.783 

Sep 

79 85 

-060 

- 

- 

- 

110 

Hi 

1081 

+7 

1081 

1073 

8S7 25*8 

Oct 

6832S -0.475 69300 68.750 2*1 

8363 

AW 

2973 

+0.8 

2979 

236.3 

182 5.974 

taw 

8185 

-060 

82.25 

81.75 

93 

1,737 

Ifec 

1106 

♦7 

1106 

1098 

B28 3T.127 

Dec 

69350-03* T0350 69300 181 

1542 

Oct 

298.4 

- 

- 

- 

21 3883 

Total 





487 

7*1 

Mar 

1135 

+7 

1135 

1127 

860 27.780 

Feb 

71.300-0.400 71.750 71*0 27 

3* 

Total 





24325 178,732 

■ WHEAT CBT (5,0005u ran; centaTOb bushel) 

Total 





8.17SWL472 

Total 

32*2 101*0 


■ PLATINUM NYMEX (50 Troy Oi: S/troy OZ.) 


Apr 3*0 +65 384 0 3715 884 9.286 

Jd 377.5 - 3*0 3755 63 963 

Oct 3715 - 3S9 

Jao 368 0 - 375.0 368.8 13 37 

Total ab oft 

M PALLADIUM NYMEX (100 Troy oz.; S/troy oz.) 

Mar 

242.00 +625 24430 239.00 

T.T04 

2,311 

Am 

240* +6.00 240* 239 00 

1214 

2.998 

Sep 

236* - 236* 236.00 

to 

407 

Total 



nfa 

n/a 

M SILVER COMEX (5*0 Troy CC_ Centshroy olI 


6893 - 6895 

689 5 16251 

40 

Mar 

6* 0 -33 5 638 5 

599 0 23222 25.063 

May 

604.0 -32.5 642 0 

604 0 14.408 38.937 

Juf 

606.0 -28 5 540.0 

6*0 

647 14.299 

Sep 

606 0 -290 638 0 

6*0 

403 

4*7 

Dec 

608 0 -27.5 641 0 

608 0 

872 

10.161 

Total 



38*3102,158 

ENERGY 




■ CRUDE OIL NYMEX (1X100 parrels S/barreO 


Utesi Day's 



Open 


price dungs High 

low 

Vd 

tat 

Apr 

15 59 +0JB 15 62 

1526 47.616 114 Jk 

May 

15 91 *023 15 94 

15.63 3556J 51.540 

Jon 

16 28 +022 1929 

16 02 

16,398 49.454 

Ad 

1656 +0 17 1637 

16 44 

4 344 28.055 

tag 

16 84 +0 IP 16 s: 

16.73 

•2.819 18 

sep 

17 07 +0 IS 17.07 

16 95 

1.530 199S8 

Total 



n/a 

tt/M 

M CRUDE OIL IPE (SAMiren 




Latest Day 1 * 



Open 


price change High 

low 

vof 

W 

»<« 

UBS +022 14 10 

13 78 16 2 74 

87. EM 

May 

14.48 +0 19 1432 

1422 

4.175 31.999 

Jun 

1488 +016 14 91 

14 65 

44,-3 22.937 

Ad 

1523 +O.I3 1526 

15* 

4.385 

14.290 

Aug 

1550 +0 12 15.51 

1540 

1.955 

8.013 

Sep 

15.75 -012 15.79 

15.61 

1.194 

9.247 

Total 



n/a 

n/a 

■ HEATING OIL WUEX (42.000 US gafc . dUD QaDs.t 


Latest Day's 



Open 


price cungc High 

Low 

Vd 

tat 

Her 

4150 +0 83 4165 

42 60 14.M9 19 367 

Apr 

4J05 +039 44 10 

4306 13.024 45.513 

May 

44.50 +039 44 60 

43.55 

1.317 ■ 

18.532 

Am 

45 25 +039 4S3S 

44 55 

3534 16 527 

Ad 

46.15 +069 46 25 

45 65 

654 12.798 

Aug 

47.15 +0 79 47.15 

46 70 

538 

9.431 

Total 



nA 

tVl 

■ GAS OIL EPF (Stomal 





Sett Day's 



Open 


price change Mgh 

Low 

Vd 

M 

Mar 

132.75 *0 50 13330 111.75 

5.514 25J6C 

Apr 

135* +0.75 135.25 133.75 

3.872 17.039 


1J7.7S +0.75 138 00 136* 

M87 12.767 

Am 

140 75 +0 75 140 75 139* 

1.791 ' 

15 G© 

Jul 

14350 +0 SOI 4350 142.50 

1*1 

6J41 

A 

146* +0 50 146* 145 25 

1 021 

5553 

Total 


16*0123*5 

■ NATURAL GAS PE POT) Jonc pm fa temi 

Mtr 

9.770 +0320 9 790 

97* 

1J5 

1330 

Apr 

9 410+0040 9.410 

9410 

1* 

2635 

To* 



2.195 13*0 

■ NATURAL GAS HYUEX 110*0 moBtu.. S'cnOta 1 


Latest Day's 



Open 


price change High 

Low 

VU 

tat 

Mar 

2J2S6 +0.039 2^65 

2*7 45.477 19.019 


2310 +0-048 2.310 

2251 17.975 39239 

May 

2315+0031 2315 

1280 

3J77 15,4)9 

Jun 

2330 +0.034 3330 

2295 

1836 1S.154 

M 

1345+0058 2.315 

2.310 

1.744 11.799 

Aug 

2345 +0 043 2J50 

2330 

7.036 13283 

Total 



n/a 

n/a 

M UNLEADED GASOLINE 




IWMEX (42.000 US gall; oU5 gate) 




p/irsy oz. 

US as equiv. 


Latest 

Dayfe 



Open 

384 J>5 

634.00 


Price 

ebttge 

tfigb 

low 

Vd Ini 

384.50 
nc M 

631.60 

830.80 

Mar 

47 50 

-0-34 

47.95 

47.05 14224 14.172 

JOJ.DJ 
r 4Q fl ic 

83400 

Apr 

51.70 

+065 

51.70 

50 5S 13*3 39249 


May 

52J5S 

+075 

5225 

5130 

2580 18.189 

S Price 

Z equv. 

Jon 

52.75 

+065 

52 75 

51.95 

3.44S 12024 

293-295 

17B-1B0 

Jd 

525S 

+0.58 

52.95 

5240 

1*2 lo.reg 

' 

■ 

Aag 

52.75 

+045 

5285 

52« 

1.775 sg6o 

68-70 

41-43 

Total 





n/a n/9 


Mar 318.75 -1.75 32125 31750 15341 20.461 

Hay 32950 -025 33X25 32800 17J95 37225 

Jnf 338 75 -025 34025 337.50 12.474 33.004 

Sep 34550 -1.75 348JJ0 345.00 11* 3608 

Dec 35650 -05 35900 356.00 613 6,137 

4nl 354 00 3 37 

Total 46,471 100051 

M MAIZE CBT (£.000 5u mm; cents/5 6E> bushel) 

Mar 26373 +05 ZW* 26250 45998 58^7g 
May 27250 +15 27275 27025 36*2103,884 
Jul 278.25 -2 278 50 275S0 2154J 95250 

Sep 27923 +125 279.50 27775 1.423 15212 

Dee 230.25 +125 28050 27775 B299 62X3 

Mar 2*00 +1 5 28625 284.00 284 4.199 

Total 113404 341.129 

■ BARLEY LlrFE H00 tonnes: E per tonne) 


■ COCOA CSCE (10 tonnes: S/tonnes) 


LEAN HOGS CME (40,0008}* cents/ttsj 


Star 

1558 

+42 

1560 

1615 

83 

247 

Apr 

48.675-0525 49*0 48450 6*7 

18*0 

May 

1582 

+26 

1588 

1581 3.115 37,182 

Jun 

58875-0*5 58350 56*0 4.467 

11^16 

Jd 

1611 

+23 

1615 

15* 

336 

8.89D 

Jd 

57.425 -0*5 58750 57375 1*2 

3,780 

s«p 

1638 

+23 

1638 

1623 

29 

6,749 

*T 

56*5 -8525 57*0 58250 245 

1.725 

Doc 

1672 

+24 

1674 

1655 

202 12.782 

Oct 

H. 075 -0250 55.700 54*0 577 

2,411 

Mar 

1702 

+24 

1693 

1688 

112 

9,700 

-fetal 

13*5 

36*1 

Total 





3*1 76*1 

■ PORK BHIffB CME fULOOOfcs; cents/Kn) 


■ COCOA (1COO) (SDR*a/tonne ) 

Mi 24 Price 

Dally 122829 


Pm*, day 

121927 


■ COFFEE UFFE (5 tonnes; SAonne) 


Mar 

74 00 

- 

_ 

25 

Hay 

76.25 

- 

- 

280 

Sap 

7710 

-040 

- 

7 

Not 

78.75 

-075 7925 7373 

47 

377 

Jwi 

SO 75 

-075 

- 

72 

Total 



47 

781 

M SOYABEANS CBT i5SfH6u im. rads/EOU 

UM 

Star 

554 K 

+ 125 655 75 65200 25 643 

22202 

Hay 

65725 

+87! £59* 654 00 40.439 

56.982 

All 

66225 

-273 655 90 655 00 11236 37259 

Aug 

B61 CO 

‘22* 664* 66000 

SJ7 

5.606 

Sep 

65200 

— t 65350 651 00 

66 

1031 

Mot 

612 00 

+ ’E 649 50 644* 

3 023 

16.779 


Mar 

1771 

+6 

1772 

1753 1*2 10*3 

May 

1765 

+5 

1766 

1745 1.430 23.368 

Jd 

1745 

+5 

1745 

1724 2S6 3296 

Sap 

1725 

+2 

1718 

1702 128 1*9 

HOT 

1701 

+2 

1685 

1665 24 399 

Jan 

1661 

-3 

1665 

1665 24 38 

Total 




3*4 39*1 

■ COFFEE -C- CSCE (37J00fi*K cwHs/tos] 


Total 81.114141,181 

■ SOYABEAN OIL CBT ,60.0002#: centalp) 


Mar 175 00 +1 45 17575 173.00 IJMI 1.757 
Hay 17070 +050 171.70 169 25 9510 16,358 

JM 163.45 +1 25 16390 152.00 330 6*6 

Sep 154 00 +1 50 154.40 152.75 265 2502 

DM 146.15 +1.65 14625 145* ISO £342 

Mar 14075 -200 141* 140 00 14 379 

Tom 12256 29A» 

■ COFFEE (CO) (US centsypound) 

Fab 24 Fra*, day 

CWap dd* 131 47 134.02 

15 day raernpj 130.93 131* 


Mar 

2545 

+C.2; 

2854 

25 16 1* 854 1 7.965 

■ WHITE SUGAR UFFE (50 tonnes: S/tonnel 

May 

2&17 

-y 36 

28 93 

26 55 ie.!52 57.176 

— 






Jd 

272: 

+4JC5 

27 33 

2836 8 305 34.149 

May 

269 5 

+50 

2715 

2650 1374 16.613 

AOB 

2: :s 

-01 

27 08 

2E* 599 5.777 

AnS 

274 5 

-12 

2765 

271.4 

861 7.738 

Sep 

2692 

-a 12 

2S77 

26* 129 2.752 

Oct 

2782 

+2 A 

278.1 

2741 

592 6J66 

Oct 

2S.70 

»01i 

355 

26.35 88 2.792 

Dec 

2792 

+aa 

280.5 

2785 

24 7S5 

Total 




49,731 127*6 

Mar 

285.4 

+0J5 

- 

- 

- 360 

M SOYABEAN MEAL CBT HOO ions: S/tonl 

May 

289 6 

-U> 

- 

- 

- 402 






Total 





3*1 32,724 


May 177 6 +33 1793 1770 12945 48918 

Jul 179.7 -02 181.0 1793 7393 30.M5 

Aug 1316 -0.4 !c 23 1815 1.«8 1Q302 *** 

Sen 1 33 2 +C2 124 6 183 5 446 7417 JM 

13*0 -0 3 185 0 1 34 3 388 2540 

35283 132,113 

■ POTATOES UFFE <20 tonnes: L per tome) 


M SUGAR 11- CSCE fl12dXKXbs; cents/lbs) 


Sen 

Oct 

Toad 


Mar 

TOC 

- 

_ 

- 

_ 

- 

Apr 

67 C 

-4 0 

7C0 

670 

22 

9fl5 

May 

80C 

-40 

£25 

BOO 

IB 

192 

Juo 

>12 

-4 0 

_ 

_ 

_ 

_ 

Hot 

6 D 0 

- 

_ 

_ 

_ 

_ 

Total 





39 

1,315 

M FREIGHT <5iFrcX) UFFE 1513/indeji poire) 

Feh 

1 C«U) 

+5 

_ 

_ 

_ 

196 

Mar 

1 !« 


usa 

1133 

49 

495 

Apr 

1200 

+50 

1205 

1130 

46 

653 

Jd 

:C25 

-1= 

- 

- 

- 

Iffi 

Oct 

1170 

+10 

- 

- 

- 

121 

Total 

Ctae 

Pror 



95 

1*3 

BR 

10*7 

1037 






PULP AND PAPER 

■ PULPEX OMU <US5; 2-1 ar fry tore! 

Son Say’s Open 

price change High Lav Uot be 

Mar 4WG0 +i£C 421 CJ 49000 10 428 

JOB 513 5 C +JSC 513* 513.00 43 4S7 

Total 

FUTURES DATA 

All futures data supplied bt CMS. 


9.94 +1X21 1045 9.7029.155 22,484 

Hay 9.74 +0.13 942 9 6438.773 87.103 
9 70 +0.18 9,72 9451 0J57 36223 

Oct 9.91 +0.19 943 9 78 6.134 42.020 

Mar 1012 +0.22 10.12 999 1412 14.956 

May 1015 +0 22 10.15 10.04 115 2.159 

Total 84475209439 

M COTTON NYCS fSO.OOCEnr cents/lte) 

Mae 6400 *0.90 64* 6360 7 AS 589 

Hay 66 18 +0 65 6630 65.70 5651 36482 

Jul 67 SI +0 62 67.60 67.05 1.728 21 499 

M 6945 +050 6945 69 60 141 2478 

DM 7139 +048 71.45 ,1193 2435 23.049 

Mar 72.49 +0 45 7240 7220 324 1439 

Total 11.702 87441 

■ ORANGE JUKE fWCS (i5.<ttOba; certs/te) 

Mar 9910 +170 99.15 95* 4.059 6,115 

Hay 10240 +2* 103.00 9950 4.440 16*5 

Jut '*.00 +240 ICG* 10275 572 5.7D4 

Sap 109 00 +240 10540 105.80 192 3465 

111.30 +250 1I1J0 10740 35 2465 

Jan 11340 *270 11040 10970 30 1*2 

Total 9489 38*8 


VOLUME DATA 

Open mi erase and Volume data mown for 
contracts traded on COM EX NYMEX CRT, 
NYCe. CME. CSCE and IPE Crude Ott are 
ore day m arrears. Volume & Open l Meres 
totals are tor ail traded months. 


Nuts and seeds Pre« tram KenlAo 
USS a tonne. Iranian pistachios 28730 raw 
naturally opened: EC Glearoa goods £.450 
FCA, marVa very sry cue ta effects ot 
1997 imgcrr ban TuiMsh hazelnuts 137 
15+11/13. new aoo ircicaaon A.400 CFR, 
easing. Iranian sultanas double cleaned 
crap 1397. 1.110 CFR or 1.150 FCA EC 
cleared. Iranian apricot halves 3.050 CFR 
Europe far tap Quality goods. Indian 
cashews crop 1997 + 1990 CFR from too 
shippers W320 £4». W2*0 5.750. Active 
trading lor shipping in 1998- Russian 
Snow WMta pumpkin seed: crop 97 long, 
2400 CFR MEP. Round type 2.300 CFR. 


INDICES 

■ Reuters (Base; 1873/31 - 100 ) 

Feb 25 Feb 24 month ago year ago 
1704.9 17104 17524 1976.9 

■ CRB Futures (Base: 1967 e 100) 

Fat* 24 Fob 23 month ago year ago 
224.14 226.10 

M PSC1 Spot (Base: 1370 - 100) 


Feb 23 Feb 22 month ago year ago 
10444 16444 160 54 19246 

LAfl£ WMSHOUSH STOCKS (team) 


AhffTWikjm 

+1.400 

to 

570.650 

Mutrmsm allov 

-SCO 

to 

42.620 

Copper 

♦1J75 

to 

379.335 

Lead 

-22S 

to 

107*5 

Mcfcd 

+774 

to 

57*4 

zme 

-1.975 

to 

475,775 

Tm 

+125 

to 

10.090 

1 



- -> 


Mar 40.375-1025 -0.700 

39*0 1,121 

2.729 

May 41*0-1.000 42.750 48690 1,029 

3,679 

Jd 40*0-1.6* 42.100 -40275 

341. 

1529 

Aug 39.0* -1.100 40800 39.050 

177 

615 

Total 



2*8 

8*9 

LONDON TRADED OPTIONS 

Strike price S tonne 

— Cette — 

— Pule — 

■ ALUMINIUM 





(90.7%) LME 

Mot 

Jun 

Mar 

Jun 

1300 ..... 

150 

IBS 

3 

8 

1400 

64 

91 

14 

31 

1500 

15 

41 

64 

70 

■ COPPER 





(Grade A) LAE 

Mar 

Jim 

Mar 

Jim" 

1500 - __ 

172 

202 

3 

14 

1600 . ._ . 

88 

128 

18 

38 

1700 

33 

73 

62 

81 

■ COFFEE LIFFE 

Mar 

May 

A tar 

May 

1650 

135 

161 

20 

66 

1700 __ 

98 

131 

33 

36 

1750 

68 

106 

S3 

til 

■ COCOA UFFE 

Mar 

May 

Mar 

Mot 

975 

73 

97 

10 

14 

1000 . 

55 

80 

17 

22 

1025 

40 

64 

27 

31 

M BRENT CRUDE 





IPE 

Mar 

Apr 

Mar 

Apr 

1450. — 

20 

- 

. 

_ 

1500. 

- 

43 

124 

. ' 

1550-.- 

- 

- 

153 

- 


LONDON SPOT MARKETS 

M CRUDE OIL FOB (per barrel) +or- 

Oubat Sll.80-1.85* +046 

Brent Blend (dated) S13J6-399 +43425 

Brant Blend (Apr) S14.11-4.14 +0425 

W.T.L Sl5.60-5.B2x +0475 

■ OB- PRODUCTS NNE prompt deOrary OF (tom) 


PrOTnlvn Gasoline 

S17B-178 

+3 

Gas 09 

SI 32-1 33 


Heavy Fuel 04 

564-67 


Naphtha 

5148-151 


Jet tud 

SM7-149 

♦7 • 

Owed 

SI 36-138 

tO-S 

■ NATURAL GAS pefMrtnerm) 


Barton (Mar) 

975-9.80 

+0.30 

PetrO*™ Argus. TtL London 0171) 359 m2 

U OTHER 



Grad (per my <sz)$ 

$221.55 

-040 

Sttver (per troy mjf 

828.60c 

-15.0 

Ptomtmi (per tray oz.) 

S379.U8 

+5.00 

Patodhjm (per troy az.) 

5243.00 

+7.00 ■ 

Copper 

82.0c 


Lead (US prod.) 

45.00c 


Tm (Kuala Lumpur) 

20J58r 


Tm (New YprV) 

249.5 


Cattle (Rve waigta) 

8&.4Ep 

-2.00* 

Sheep flra weight} 

77.31p 

-1.81- 

Pifltt (Sue wetght}t 

68.440 

■052* 


Lon. day sugar (raw) 
Lon. day sugar (wte) 
Barley (Eng. feed) 
Maze (US No3 Y«S&w) 
Wheat (US Dart North) 
Rubber (Many 
Rubber (Apr* 

Rubber (KLRSSNol) 
Coconut oa |Pha>§ 
Palm Cw (Motay.jS 
Copra (PhU)§ 
Soyabeans (US) 

Cotton Outioafc'A' Index 
WooitcosffUs Super) 

E oar aniMra oSvkmi 

r mggario. m UMfMB 

YUndcn RipK*. 4 Of 
• Cftwiga on mA 

fML 


-24 

-0.40 


- 1.00 

-ere 


5237 JW 
$265.50 
Unq 
£ 100.00 
Unq 
50.50p 
50 SOp 
30500m 
565. Dy 
S40 l 0 
S3729y 
185.0 
87.65c 


PpMcaAfrcawtiA). 
- i HbMtt. * *fn- 
_.t 9 Button meet 
an 1.TU hnnri a t tkm 


JOTTER PAD 


CROSSWORD 


No.9,617 Set by ARMONIE 

w 



ACROSS 

I Victorian to tell tales about 
. black horse (6) 

4 Old maid is abouL to perish 
or come through (8) 

10 A coil of filaments right 
around the fireplace (7) 

11 Famous Greek hiding in 
drain as a temporary expe- 
dlent (7) 

12 There's no prohibition in 
Scots town (4) 

13 Viewing aids for guns man- 
oeuvred by girts CIO) 

13 Empty weapon fix oriental' 
potentate (6) 

16 Strange crowd in prison (7) 

20 Willing to eat stew after 
exercise (7) 

21 Hamper request to be in 
punt (6) 

24 Wild Austrifiiati orgy (10) 

26 Salmon for Howard's suc- 
cessor (4) - 

28 The time of day for half- 
hearted test Of hors eman. 
shipO) 

29 Spend time in the hall (73 

30 It is blown on stage from 
behind a-cape-ft*) _ 

.31 Caught German with new 
material <6) • ■ 


: ; DOWN 

1 Rodent with sleeping quar- 
- ters above the river CB) 

2 .Report on a type of wisdom 

in India (9) - 

3 Waste one' £ time m morbid 
lethargy (4) 

. • ■ ' . • 

• ■ “ ' .TTvr: ^Ta:. T***.** 


5 Patient reveals warning in 
the grass (8) - 

6 Poet composing “A Ghost 
Army" (6,4) 

• 7 Recommends rendering lax- 
atives powerless (5) 

8 Risk weak person diving 
headlong into river (6) 

9 A small hawk is coura- 
geous (5) 

14 One is used, at the dining 
table, to flatter a pretty 
woman (6,4) 

17 Severely criticise play (4*5) 

18 Murderer loses . grip on 
Latin guest <3> 

19' Fish for "a good man just 
after eating egg 

22 . Please pot off snoozing (6) 

23 Trendy banker is a beast 
(5) 

26 E mpha sise cropped hair (5) 

27 Leader drops- to second in 

card game. That's capital] 
(4) . . 

Solution 9,616 


-ta-H 
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LONDON STOCK EXCHANGE 


Merger momentum leads to widespread rally 


FTSEiU^iareifide^ 


2.700 .H 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

Another extraordinary day in 
London's stock market saw the 
financial sectors set alight by bid 
speculation after news that two 
of the remaining composites. 
Commercial Union and General 
Accident, have agreed a merger. 

Ironically, the two merger part- 
ners were the worst and third- 
worst performers in the FTSE 
100, as dealers worried about 
potential regulatory blocks to the 
deal as well as profit-taking in 
both shares. 

The latest bid stones, triggered 


by the deal, focused on insurance 
stocks which have frequently 
been lifted in recent months by 
takeover speculation. 

Talk of a bid for Standard 
Chartered intensified amid hectic 
trading, dealers taking the view 
that a move against the bank - 
which has unique links with Asia 
and Africa - is not far away. The 
bank's figures. Including a 28 per 
cent dividend hike, also pleased 
the market. 

The last of the former compos- 
ite giants. Guardian Royal 
Exchange, which has been 
described by specialists as “a sit- 
ting duck" for a predator, was 
lifted by good results and news 
that the company intends to 


return £179m to shareholders. 

The insurance merger comes 
only a day after news that the 
proposed link-up between Glaxo 
Wellcome and SmithKfine Bee- 
chain. which would have created 
the world’s second-biggest com- 
pany. had been called off, hitting 
stock prices in the drug sector. 

The stock market had second 
thoughts about the potential for 
more bids and mergers in phar- 
maceuticals, with the three big- 
gest drug stocks, Glaxo Well- 
come. SmlthKline Beech am and 
Zeneca all posting gains ranging 

from 2 to 6 per cent. 

Dealers said takeover activity 
would provide a firm foundation 
for another surge In stock prices, 


as would the special dividends 
and share buy-backs expected in 
coming weeks. 

With the overall market balan- 
cing the weakness in Commercial 
Union and General Accident with 
the big bounces in the heavily 
weighted drug stocks, and with 
Wall Street delivering a strong 
opening performance, the FTSE 
100 recaptured all and more of 
Tuesday’s sharp decline. 

At the close, the Footsie was 
94.1 ahead at 5,745.1, only 6.5 
below Its record closing high and 
only 48.1 away from its intra-day 
record of 5,79341. 

The FTSE 250, meanwhile, 
raced up to a closing and intra- 
day peak of 5,071.8. up 29.9 on the 


day, propelled by the restructur- 
ing at Courtaulds. and excellent 
results from Logica. 

Housebuilders, heavily repre- 
sented In the FTSE 250, delivered 
another good performance, 
thanks to strong figures from 
Wimpey. The Small Cap also fin- 
ished the session at a new intra- 
day and closing record, up 5.4 at 
2,447. 7. The all-encompassing 
FTSE All-Share index moved up 
36.55 to a closing record of 
2,66156. 

Wall Street, easier on Tuesday 
after Mr Greenspan’s remarks, 
made rapid progress yesterday, 
recording a 70-point gain soon 
after London closed. Turnover in 
. equities was 922-5m at 6pm. 
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- Source^ - 

Indices and ratios 

FTSE 100 5745.1 +94.1 

FTSE 250 5071.8 +293 

FTSE 350 27352 +39.6 

FTSE AB-Share 2B6156 +36.55 - 

FTSE Afl-Share yWd 23Z' 237 

Bast performing sectors 

T Pharmaceuticals +4.4 

2 Consumer Goods, i — +2-9 

3 Ufa Assurance — +24J 

4' Banksi Retail +23 

5 Chemicals > -+2.4 



1996 


. py 30 3505.3 +26 A 

FISE Non -fins p/e 21.18 20-89 

FTSEIOOFut Mar 5725.0 +79,0 

10 yr Gilt yield 6.11 6.11 

Long giJt/eqoity yld ratio 2.10 2.06 

Worst performing sectors 

'l Gas Distribution - -S- 3 

2 Utilities -p 

3 Extractive tnds -0-8 

4 Water..: : ~u-< 

5 Bectrfctty -0- 7 


Standard 
bid talk 
increases 


By Peter John and 
Martin Brice 

Asian crisis? What Asian 
crisis? Standard Chartered 
rebounded sharply as the 
banks shrugged off its expo- 
sure to the region with a 
confident results statement. 

Since the region's prob- 
lems emerged late last year, 
the stock had more than 
halved in value to 528p. Yes- 
terday. it jumped 124 to 882p 
on heavy turnover of 17m 
after announcing a profit 
that compared favourably 
with analysts' expectations. 

Also, the dividend was 
raised to 18.5p, beating the 
best forecasts as well as the 
rises from the two UK high 
street operations. Barclays 
and NatWest. 

But several dealers were 
convinced there was more to 
it than just figures. One said: 
“You don't get a 16 per cent 
rise in the share price on the 
back of static profits and a 
28 per cent dividend hike. 
This bank will not remain 
independent." 

Merrill Lynch was one of 
several brokers to readjust 
profit forecasts. Hie broker 
went from £830m to £945m 
for the current year. 

The merger of General 
Accident and Commercial 
Union had been mooted so 
often that when it finally 
came the reaction was disap- 
pointment not surprise. 


GeuAcc shares lost all the 
previous day's gains and 
closed 85 lower at £13.70, 
while CU fell 35 to £10.95. 

The announcement prom- 
ised £225m of cost savings 
and the creation of the UK's 
largest, broadly based insur- 
ance group with a pro-forma 
market value of £14.9bn. 

However, volume in the 
two stocks was not unusu- 
ally high. That suggested 
traders were holding back 
until the analysts bad car- 
ried out some fairly exten- 
sive number-crunching in 
stocks which have been 
driven by consolidation talk 
for several months. 

The proposal was well 
received. David Hudson of 
Credit Lyonnais Laing said; 
“It’s a very sensible deal and 
although we think these 
stocks are grossly overval- 
ued. the market is driven by 
fear not valuation.” 

However, the crunching 
had to compete with a spate 
of figures wi thin the sector. 
CU. GeuAcc. Guardian Royal 
Exchange and Prudential all 
reported yesterday. That 
combination had previously 
prompted one stressed ana- 
lyst to contemplate the most 
drastic measures with his 
own life if he was forced to 
advise on a bid as welL 

The analyst, who chose 
not to be named, said yester- 
day: “I'm still here at the 
moment - but it’s not over 
yet." 

Courtaulds up 

Courtaulds announced a 
restructuring and the shares 
jumped 59% to 331p. the 
strongest performance in the 
UK’s top 350. 


In what several analysts 
considered the last chance 
for the chemicals group to 
hang on to its independence, 
Courtaulds said it would 
float off Its coatings division, 
sell its Polymers arm and 
retain the rump that repre- 
sents 39 per cent of operat- 
ing profits. 

On the bull tack, Michael 
Eastwood of Dresdner Klein- 
wort Benson argued that 
Courtaulds had a sum-of-the- 
parts value of about 400p a 
share. He believes the coat- 
ings division will probably 
be taken over for about 
£1.5bn and ICi and Akzo 
Nobel would be likely buy- 
ers. 

However. Martin Evans of 
Sutherlands saw the 
break-up value as no higher 
than 280p. Courtaulds' last 
big attempt to unlock share- 
holder value came in 1990 
when the group demerged 
Courtaulds Textiles. Subse- 


quently. the chemicals arm 
shot up to 600p before being 
hit by a raft of internal and 
macroeconomic problems. 

Glaxo Wellcome and 
SmithKIine Beecham 
rebounded 81 to £17.38 and 
42 to 766p respectively fol- 
lowing Tuesday's losses as 
the market looked forward 
to more deals within the sec- 
tor. 

However, the ann ounce, 
ment that merger plans were 
off prompted Merrill Lynch 
to remove Its “buy” recom- 
mendation from Glaxo and 
go more cautious on Smith- 
KIine. Zeneca, boosted by 
the general enthusiasm, rose 
42 to £26.42. 

Strong institutional buy- 
ing of the more liquid build- 
ing materials stocks was 
said to be driving the power- 
ful advances made by lead- 
ing companies in file sector. 

Institutional interest 
seems to have been sparked 


FT 30 INDEX 

Feb 25 Feb 24 Feb 33 Feb 20 Feb 19 Yr ago -HMi 


-Low 


FT 30 3505.3 3478.9 3490.1 3501.6 3402.5 2863.7 3505X 26884 

Ofd. drv. yield 306 3.12 396 3.08 3.07 3.95 +22 3.08 

P/E ratio net 23.14 22.76 23.02 23.15 23.07 17.62 23.15 15.80 

P/E ratio n i 22.93 22.56 22.82 22.95 2247 17.40 2295 15.71 

FT 30 aWce conobaort riqn 3S0SX 2540* <■» 45.4 20/OSMO. Base DOW 1/T/K. 


FT 30 hourly changes 
Open 9 10 


11 


13 


14 


16 Mgh Low 


3489.5 35043 34969 3500 35132 35159 35199 351 29 3526.7 35349 3488.1 
Feb 25 Feb 24 Feb 23 Feb 20 Fab 19 Yr *30 


SEAQ bargains 
Equity turnover (Emit 
Equity bargatnst 
Shares traded (mQt 


64908 


71.905 

NA 

NA 

NA 


68.373 

NA 

NA 

NA 


65.776 

18759 

51978 

553.1 


66910 

16249 

52.385 

553.0 


49939 

25039 

43998 

8509 


t&tatang ncra-rariet Bid overseas tunow but IncbJng Crest umovw. 
O FTSE htt ama ooral Unoed 1930. M rights reserved. “For 1997/90. 


■ London mar ke t data 


Rises and tafa' 

Total Rises 
Total Fete 
Same 


1.017 

513 

1.455 


82 Week Mghs and tamj UFFE Equity options 
Total Highs 220 

Total Lows 54 


Total contracts 
. CaSs 
Puts 


21,133 

12984 

8449 


Feb 25 Data based on Equity shares fisted an the London Share Service. 
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) HELP CHOP *4 
v DOWN THIS ONE. 
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Tropic j I hardwood trees arc more 
valuable tu loggers I tun other trees in the 
rainforest. ' 

-T ’ 

High prices for hardwoods ensure thai 
loggers have no qualms about desnuying 
ocher trees that sand in their way. 

So a WWF project in Cosu Rica is 


• • * 

researching ways of felling a tree without 
bringing down several others around it 
And how tt> remove 11 without bolldoang 
a parh Through the surrounding trees. 

If the rainforests are used wisely, they 
can be used forever. Help WWF prove 
this in rainforests around the world, by 


uriang to die Membership Officer archc 
address below. 


u 


WWF 

Worid Wide Fund For Nature 

(farro* World WMtir Fundi 
liarmciorul Sraroriu. 1196 Gimd. Su-irrerbuJ 


by good results earlier this 
week from George Wimpey, 
which confirmed the story of 
strength in the housing mar- 
ket. It again featured In the 
list of leading FTSE 250 ris- 
ers with a rise of 5 to 122p in 
5.6m traded. 

However in a signal that 
not all investors were buyers 
of building stocks. Mercury 
Asset Management revealed 
it had sold 750.000 George 
Wimpey shares on the 
strength shown by the stock 
on the day of results, but 
retained a 19 per cent stake. 

Woodrow higher 

Builders that benefited 
included Taylor Woodrow, 
up 7 to 194p and Persimmon, 
ahead 7 to 229%p, but the 
large volume was in building 
materials shares which dom- 
inated the FTSE 250 list of 
risers. 

Traders said the volume 
highlighted a shift in focus 
towards the larger and more 
liquid building materials 
stocks, which tend to be 
used by institutions to gain 
exposure to an upturn in the 
sector. Mike Betts, building 
analyst at Goldman Sachs, 
said: “We have seen an 
improvement in housing 
stocks and this is now 
spreading more broadly to 
the building materials 
stocks. This is evidenced by 
the good volumes traded as 
well as the share price move- 
ments.’* 

Foremost among them was 
Hep worth, up 9% to 190p In 
volume of 2.6m. while POk- 
ington saw 8.3m traded and 
rose 3 Vi to 117p. Aggregate 
Indus tries- saw 10m -traded 
and’ firmed to 54%p, while- 
5-9m were traded in Tarmac, 
which rose 1% to 96p. 

HJ*. Bulmer Was off 96 to 
310p after a profit warning 
that focused on falling sales 
and margins. However. Mat- 
thew Clark defied expecta- 
tions of a decline in sympa- 
thy, prompting traders to 
suggest the shares, firmer at 


194p, were being buoyed by 
bid speculation. 

Siebe was one of the stron- 
gest risers in the Footsie as 
it continued to. benefit from 
its $375m purchase of Won- 
derware of the US. The deal, 
the first by Merrill Lynch for 
Siebe. is financially neutral, 
but Paul Compton at Mer- 
rill ’6 said: “In one move 
Siebe has become the world 
leader in human machine 
interface." 

The shares, which rose I2p 
on the day of the deal, 
advanced another 45 to . 
£12.13 yesterday. 

Among software stocks, 
Logica rose 132% to £13.65 
after strong results. 

FI Group rose. 42% to 
£12.50 following completion 
of its Indian acquisition. 


futures and options 
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Open Sets price Change 

Mrf* 
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5737.0 

5650.0 
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59928 


57BTJD 5793.5 +82^ 

57900 

57500 
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7930 
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work in our Collins liquid 
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WORLD STOCK MARKETS 


FINANCIAL 


Europe’s merger fever defies Asian doubts 


WORLD OVERVIEW 


Records continued to fall 
across Europe yesterday as 
economic news stayed posi- 
tive. merger mania gathered 
pace and Wall Street opened 
in cheery mood, writes Jef- 
frey Brown. 

Led by Frankfurt and 
Paris, several stock markets 
pushed deeper into record 
territory, scattering the 
bears with their dire predic- 
tions about overdue correc- 
tions and ignoring the 
steady wink of warning 
lights from Asian economies 
and markets. 

Good GDP growth from 
the Netherlands and Spain, 
which both recorded a 3.6 


Japanese stocks 

Topix index 

1.700 A*A' 
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per cent annual increase in 
the final quarter of 1937. plus 
benign inflation figures from 
France and Germany, set the 
seal on a day of nearly ram- 
pant merger speculation. 

The contrast with Japan 


could not be more marked. 
Tokyo rallied late In the ses- 
sion. but volume stayed woe- 
fully low and there was no 
obvious weight of investor 
enthusiasm. Opinion was 
polarised as to whether the 


government can shore up 
the economy by means of fis- 
cal stimulation. 

The latest example of 
stretched nerves on Japa- 
nese equities comes from 
NatWest Securities, which 
sees the outlook for tax cuts 
as gloomy at best, given that 
Japan has by far the largest 
budget deficit in the G7 at 
almost 6 per cent of gross 
domestic product 

According to the bank, the 
Japanese government's 
‘‘momentum for change is 
dissipating fast We will be 
using any opportunity to 
reduce our tactical weight- 
ing from overweight to neu- 
tral." 

NatWest makes the point 


that Asia as a whole 
accounts for 30 per cent of 
world gross domestic prod- 
uct. With Asian growth 
likely to halve this year from 
the 3-3 per cent of 1997, the 
risks are that “Asian fallout 
will be stronger than we first 
expected". 

' There was no stopping 
Europe, however. FranMurt, 
Paris, Amsterdam, Madrid, 
Zurich, Brussels and Dublin 
all extended their record 
runs, and sector consolida- 
tion stories were again 
among the more potent driv- 
ing forces. 

Drugs shares, notably the 
Swiss leaders Roche and 
Novartis, provided a compel- 
ling example of this trend on 


the widely shared perception 
that high rollers were back 
on the prowl in the sector 
after the collapse of the 
£95bn Glaxo Wellcome link 
with SmithKltoe Beecham. 

For investors in Paris, the 
latest twist in the corporate 
restructuring drama came 
from media giant Havas, 
where turnover leaped to 
FFr862m on the news of a 
planned allian ce with Gener- 
ate des Eaux. 

If a deal Is struck between 
the two companies, it may 
unravel important cross- 
shareholdings through sev- 
eral layers of French busi- 
ness life, and in particular 
Havas’ 34 per cent stake in 
pay TV group Canal Plus. 
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EMERGING MARKET FOCUS 

Lithuania looks 
to its president 


Dow surges 
as bonds and 
techs rally 


Paris leads rush up to peaks 


AMERICAS 


US shares rallied strongly as 
bonds recovered and Federal 
Reserve chairman Alan 
Greenspan wrapped up his 
Humphrey Hawkins testi- 
mony, writes John Labate in 
Neu> York. 

The stock market moved 
broadly higher throughout 
the morning, with some of 
the sharpest rises seen in the 
semiconductor and finan cial 
sectors. Bonds rebounded 
from Tuesday's sharp 
sell-off, with the 30-year 
Treasury gaining & to 102 H, 
yielding 5.942 per cent. 

In his second day of testi- 
mony. Mr Greenspan dis- 
cussed the effect of Asia's 
crisis on the US economy 
and the future of the social 
security system. 

By early afternoon the 
Dow Jones Industrial Aver- 
age had added 71.74 or OJ36 
per cent to 8.441.84. The 
broader Standard & Poor’s 
500 index improved 10.59 to 
1,041.15. 

Nearly all Dow shares 
traded higher, led by United 
Technologies, which surged 
$2£ to $87%. Boeing climbed 
$l& to $51% as the company 
outlined its commercial air- 
line production plans. Hew- 
lett-Packard gained $i^ to 
*64. 

With bond prices pushing 
higher, major banking 
shares rallied. The Philadel- 
phia Stock Exchange's index 
of leading banking shares 
climbed 11.70 or 15 per cent 
to 784.53. BankAmerica 


gained $2% to $76$ on the 
completion of its acquisition 
of a credit card operation. 

Drug producers rebounded 
from Tuesday's weakness. 
American Home Products 
rose $3& to $93% after Gold- 
man Sachs added the com- 
pany to Its "priority list". 
Schering-Plough was also 
stronger, up $1% to *76%. 

Stronger prices in the 
semiconductor chip and 
computer parts sectors 
helped push the Nasdaq 
composite index up 1755 or 1 
per cent to 1.756.26. Texas 
Instruments, a leading chip 
maker, rose $2& to $59£. 

TORONTO pushed higher 
as investors reacted to the 
strong start on Wall Street 
plus news of Canada's first 
balanced budget in 27 years. 

The mood was also bol- 
stered by a C$3bn hostile 
takeover bid in the forestry 
sector with the result that at 
noon the 300 composite 
index was up 21.36 at 
6.969.60. 

Avenor jumped C$7.05 to 
CS30.15 after rival forestry 
group Abitibi Consolidated 
mounted an unsolicited take- 
over bid. Abitibi came off 75 
cents to C$1850 on the news. 

Disappointing third-quar- 
ter earnings left techs leader 
Newbridge Networks off 85 
cents at C$31.15. Banks were 
mixed. Royal Bank of Can- 
ada added 30 cents to C$83.15 
but Toronto-Do minion Bank 
retreated 75 cents to C*61.75. 

Drinks and entertainments 
giant Seagram slipped C$1.00 
to C$5455. 


News that inflation had 
fallen to a 41-year low, the 
firmer dollar and Wall 
Street's early showing, com- 
bined to send PARIS into 
record territory. The CAC 40 
index finished 85.57 higher 
at 3.34850. 

Havas advanced FFr28.70 
to FFr476.20 on news that it 
was in talks with its leading 
shareholder. G6n§rale des 
Eaux, on forging closer ties. 
Havas affiliate Canal Plus 
added FFr60 to FFrl.205 with 
investors said -to be switch- 
ing out of Eaux. 

Synthelabo rose FFr53 to 
FFr842 on renewed merger 
speculation in the pharma- 
ceuticals sector and in 
response to 1997 results. 
L’Oreal. its parent company, 
was up FFr159 to FFr2.743. 

Sanofi. another rumoured 
merger target, rose FFr13 to 
FFr678 after it reported net 
1997 earnings slightly above 
expectations. 

CCF rose FFr25.10 to 
FFr457 as news of Commer- 
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Bovespa ends holiday up 


SAO PAULO made a late 
start as the long carnival 
holiday weekend came to an 
end. Trading was said to be 
subdued, but the underlying 
mood upbeat. 

At midsession. the Bov- 
espa index was up 97 or 
almost Z per cent at 10.416. 
Traders said that volume 


was understandably low. but 
that the positive start on 
Wall Street had sparked a 
modest amount of buying. 

BUENOS AIRES built on 
Tuesday's solid performance 
with the Merval index 
adding 3.39 to 685.73 at mid- 
session. Turnover was said 
to light 


Financials lift Jo ’burg 


Shares in Johannesburg 
rallied strongly as financials 
continued to power upwards 
following positive inflation 
figures. The all share index 
gained 1.3 per cent to 
65735. 

Weaker-than -expected 
January inflation revived 


hopes for an official cut in 
interest rates, and financials 
jumped 2.9 per cent to 
12,691.7. Financial services 
group RMB surged R2.30 or 
13 per cent to R20.10. 

Industrials added 63 to 
8,046.3 while golds eased 
lower, dipping 5.1 to 728.4. 


Sara. Dm w mflCV 

cial Union's merger with 
General Accident in the UK 
spurred speculation on possi- 
ble consolidation moves in 
the French financial sector. 

FRANKFURT rushed 
ahead in late electronic 
trade, taking the Xetra Dax 
index up 100.03 to its best- 
ever close of 4.70458. 

Among the exporters rid- 
ing higher on the stronger 
dollar. Volkswagen rose 
DM29.40 to DM1,164.95 and 
BMW DM43 to DM1,695. 

The insurance sector was 
enlivened by news of the 
Commercial Union-General 
Accident merger in London. 
Allianz rose DM33 to DM599, 
helped by derivatives-Linked 
trading. 

SGL Carbon recouped 9.6 
per cent of Tuesday's 16.5 
per cent plunge which had 
been prompted by fears the 
company might face heavy 
fines in the US following an 
investigation into allegations 
of price fixing. The shares 
finished DM19 higher at 
DM217. 


ZURICH was enlivened by 
news that the US authorities 
had given the go-ahead for 
Roche's $llbn acquisition of 
the private Bermuda-based 
Corange, a leading medical 
diagnostics spe cialis t. Phar- 
maceuticals rushed higher 
sending the broad market 
back up to its best-ever lev- 
els. 

Roche certificates jumped 
SFr3l5 to SFrl6,850 after the 
company said it had won 
conditional US approval far 
its acquisition of Corange, 
holding company for Ger- 
man diagnostics and drugs 
company Boehringer Mann- 
heim, and for the US-quoted 
DePuy, one of the world’s 
leading manufacturers of 
artificial joints. 

Novartis, which gave a 
downbeat response on Tues- 
day to the failed merger of 
Britain's Glaxo Wellcome 
and SmithKline Beech am. 
shot up SFr72 to SFT2.643. 

The SMI index finished 
120.4 higher at a record 
7,065.4. off a day’s high of 
7,0865. 

AMSTERDAM hit its third 
successive record high with 
the AEX index climbing 
1455 to 1.060.61, underpinned 
by a strong dollar and posi- 
tive broker comment 

Chemicals leader Akzo 
Nobel added a further FI 4.10 
to FI 414.40 on the back of 
broker upgrades following 
Monday's strong results, 
while publisher VNU rose 
F12J20 to FI 63.50 after Gold- 
man Sachs set a target price 
of FI 70 on the shares. 

Computer-related stocks 
stayed in demand. ASM 
Lithography jumped FI 1550 
or 9 per cent to FI 18650 on 
reports that a leading US 
broker had set a target price 
of FI 225. Baan added FI 2 to 
FI 93. 

BRUSSELS chalked up 
another record close, helped 
by a surge in retailer Col- 
ruyt and strong gains in 
UCB. the pharmaceuticals 
company, as investors 
adjusted portfolios ahead of 
the companies inclusion in 
the Morgan Stanley Capital 


international index next 
Monday. The Bel 20 index 
rose 33.59 to 2.738.04. 

Colruyt surged 11 per cent 
to BFr24,425 at one stage 
before p ulling back to close 
BFrl.800 higher on the day 
at BFr23500. UCB was 
BFr7,550 higher at 
BFrl52,500. 

MADRID continued its 
record-breaking ran, gaining 
more than 15 per cent as 
investors continued to pick 
up banking stocks, and sen- 
timent improved on. Telefon- 
ica. The general index fin- 
ished 1358 higher at 76559. a 
ninth successive all-time 
high. 

Investors continued ' to 
speculate on the next move 
in the banking sector fallow- 
ing Santander's bid last 
week for Banesto. 


BBV, which' is- seen as the 
most likely predator, gained 
Ptal70 to Pta7.150. Mooted 
targets BCH and Popular 
were also in favour. BCH 
climbed Pta360 to Pta4,850, 
while Popular was Pta690 
better at P13.170- 

MI I. AN ended at session 
highs, boosted by bank 
stocks g aining strongly on 
renewed talk of mergers and 
alliances. The Mfbtel index 
ended 47l or 2.4 per cent 
higher at 19.778. 

In the banking sector, the- 
star performer was Credito 
Italiano. which soared to an . 
all-time hi g h after chairman 
Gianni. Zandano said, he 
hoped the merger between 
San Paolo di Torino and IMT 
would be expanded to 
include a retail bank. 

Investors took this to- 
mean that Credito was seek- 
ing such a deal and the 
shares gained L279 to L7.065. 

LISBON soared by more 
than 3 per cent tQ a fresh, 
all-time high -after the cen- 
tral bank cut three key inter- 
est rates. The PSI 20 index 
ended- 369.78 - better at 
1150757. 

Sentiment was boosted by 
prime minister Antonio - 
Guterres saying that Portu- 
gal's compliance with the 
criteria for European mone- 
tary union was sustainable. 

Written and edited by M ichae l 
Morgan, Jeffrey Brown, Jona- 
than Ford and Paul Grogan. * 


Valdas Adamkus. an 
American emigre, will 
today be inaugurated as 
Lithuania’s president. It is 
widely hoped Mr Adamkus, 
who spent 27 yeare as a 
senior official in the US 
Environmental Protection 
Agency, will add momen- 
tum to Lithuania's fledg- 
ling efforts at reforming its 
post-Soviet economy. 

Operators on the Lithua- 
nian stock exchange will be 
f qnnn g those supporting Mr 
Adamkus, 

Unlike its' northern 
neighbours Estonia and 
Latvia, Lithuania wasted 
two years as its politicians 
haggled' about how fast 
market reform should pro- 
ceed. However, its economy 
has been picking up, 
recording 6 per cent growth 
in 1997, one of the fastest 
growth rates in eastern 
Europe. 

The conservative govern- 
ment last year managed, 
for the first time, to contain 
its budget deficit, and IMF 
officials say that if the cur- 
rent fiscal rectitude is 
maintained, growth will 
continue 

On the strength of the 
economy and increasing 
investor confidence, turn- 
over in the bourse tripled 
as l.463bn litas f*365m) 
flowed into the market last 
year. Market capitalisation 
grew to 27 per cent of GDP. 
or $25bn, up from 19 per 
cent at the end of .1996. 

But 1997 was a miserable 
year, for the bourse, com- 
pared with its Estonian 
ttunterpart which soared 
700 per cent in the nine 
months' to September 1997. 

After nine rollercoaster 
months, the Lithuanian 
market was affected by a 
.liquidity crisis in Estonia 
which .forced Investors 
there to dump shares in 
Lithuania to shore up their 
. positions at home. 

Between. October and 

; Nny emher, Lith uania 's five- 
company blue-chip official 
list lost 20 per cent of its 
value, while the other 
assorted 600 listed stocks 
fell 15 per cent 


Are there nevertheless 
grounds for optimism in 
1998? The market's chief 
problem, says Vidas Jelin- 
skas, general manager of 
VHfirna Securities, a local 
broker, is “the weak local j 
investor base and the 
absence of institutioual 
investors". 

Restrictions on institu- 
tional Investors do not help 
and private pension funds, 
which could add real depth, 
are still only a remote pros- 
pect 

The market may receive 
7bn litas from privatisa- 
tions during the next two 
years. Lithuanian Telecom, 
the state monopoly, is to be 
sold this spring. The state 
airline is likely to follow, as 
are three state-owned 
banks, which account for 
about half of the banking 
sector. 

According to the latest 
privatisation law, the gov- 
ernment may float 15 to 25 
per cent of these companies 
on the stock exchange. But 
while flotation is not 
impossible, it is at the dis- 
cretion of the gover nment , 
says Rimantas Bus i la. gen- 
eral director of the stock 
exchange. 

The government, 
strapped for cash and 
plagued by a general indif- 
ference to the stock mar- 
ket, is unlikely to take this 
path. “The privatisation of 
Lithuanian Telecom could 
have a large impact on the 
capital market here." said 
. Mr Jelinskas. 

However, the stock 
exchange takes a back seat 
when strategic firms are 
privatised, says Mr Busila. 
The government prefers to 
sell directly to a strategic 
investor. 

“Even in the early years 
of reform, no thought was 
given to setting up a mar- 
ket infrastructure, to. make 
the stock market strong 
and liquid." Today, “priva- 
tisation and capital mar- 
kets are still two separate 
concepts, " says Mr Jelin- 
skas. 

Mate] Vipotnik 







Line softens on Tokyo stimuli 


ASIA PACIFIC 


Having slipped below 16.000 
at one stage, TOKYO rallied 
strongly in late trading as 
hopes revived over measures 
to boost the economy, writes 
Michiyo Nakamoto in Tokyo. 

The Nikkei 225 average 
ended 162.64 higher at 
16560.64 in another session 
of relatively low volume. 
The trading range was 
15.932.47 to 16.360.64. The 
Topix index of all first sec- 
tion stocks rose 5.52 to close 
at the day's high of 1,240.29. 

Investors were distracted 
by conflicting signs from 
government officials about 
whether or not the govern- 
ment was prepared to imple- 
ment further measures to 
help the economy. 

Senior finance ministry 
officials emphasised there 
was no need for further fis- 
cal stimulus measures for 
the time being. 

But at the same time, yes- 
terday. the prime minister 
appeared to signal greater 
acceptance of the idea of a 
fiscal stimulus, saying he 
viewed positively sugges- 
tions to delay the govern- 
ment's fiscal reform pro- 
gramme to deal with the 
economic situation. 


Sooth Korea 

Korea Composite 
300 
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Among widely traded 
issues, steel companies lost 
ground on the disappointing 
outlook for the domestic 
economy. Nippon Steel, the 
most heavily traded issue, 
fell Yl to Y220, while NKK, 
second in turnover, declined 
Y6 to Y139. 

In Osaka, the OSE Aver- 
age gained a modest 3 points 
to 16.554.87. 

SEOUL closed sharply 
lower after political infight- 
ing in the national assembly 
left investors fretting that 
discord among political par- 
ties could delay President 
Kim Dae-j ung's reform drive. 

The main opposition party- 


boycotted a vote to install 
the president’s nominee. 
Kim Jong-piL. as prime min , 
ister. 

Selling was seen across 
the board, and the composite 
index ended 24.51 or 45 per 
cent lower at 516.58. 

Regional banks fell 
sharply on expectations of 
another round of govern- 
ment-directed closures. 
Daegu Merchant Bank 
slumped Won! 90 to Wox&210 
. while Ulsan Merchant Bank 
lost Won270 to Won3.160. 

Bucking the trend was 
Dong-Ah Construction, 
which rase WonSSO to 
Won5.260 on anticipation 
that US pop star Michael 
Jackson might invest in a 
recreation complex the 
group is planning. 

JAKARTA fell more than 2 
per cent on worries about 
unrest and tension ahead of 
the meeting of the People’s 
Consultative Assembly, 
which gathers on March 1 to 
elect the president 
The composite index fell 
11.48 to 483.41. Losers led 
gainers by 68 to 46 on turn- 
over estimated at Rp832bn. 

SINGAPORE continued to 
gain ground in active trade 
ahead of tomorrow's budget 
The Straits Times index 


added 21.47 or 1.4 per cent at 
158352 in volume of 571m 
shares. Much of the trade 
was concentrated in the five 
most active stocks which 
accounted for more than 25 
per cent of volume. 

MANILA rebounded 
strongly, rising 52.92 or 25 
per cent to 2.153.70 to 
recover all of Tuesday's 
losses, which followed a cut 
in its currency rating by 
Standard & Poor's. Index 
heavyweight PLDT led the 
rally, rising 10 pesos to 1,040 
pesos on a near 19 per cent 
increase in 1997 earnings. 

HONG KONG was driven 
higher by foreign demand 
for HSBC and the Hang Seng 
index rallied 203.40 or 15 per 
cent to end at a session high 

of 10,886.74. 

HSBC surged HK$8 to 
HK$214 as Merrill Lynch 
upgraded its intermediate 
rating on the h anking an d 
financial services group. 

KUALA LUMPUR ran into 
selling triggered by com- 
ments by the prime minister, 
Mahathir Mohamad that the 
sale of equity in ethnic 
Malay companies to other 
groups would be a tempo- 
rary phenomenon. 

The composite index fell 
17.03 or 2.3 per cent to 71251. 


SUPERIOR STOCK 
MEASUREMENT MEANS 
ENHANCED PORTFOLIO 
PERFORMANCE. 

IMPROVED MEASUREMENT 
FOR EUROPE STARTS 
THIS FRIDAY. 
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